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Principals with the 
responsibility for training. 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 





AM bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1/04, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
2 of Examination Successes 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1/04), St Albans, or CALLatthe London Advisory 
Office, 30 Queen Victoria Street, London EC4N 4SX 
(01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES. The Luton College of 
Technology and Metropolitan College now offer facili- 
ties for integrated oral and correspondence tuition. 
ONE WEEK 'PEP' COURSES - to assist students in 
areas of weakness. 

WEEK-END RESIDENTIAL 'PUNCH' COURSES - for 
intensive concentration on particular subjects. 

For details of these, and other linked courses write to:— 
Metropolitan College, St Albans. 


Metropolitan College, St. Albans 





Accredited by the Council for the Accreditation of Correspondence Colleges. 
Member of the Association of British Correspondence Colleges. 


Founded 1910 
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Historic Agreement a 
M 
*4° . is 
CEP'TICS who in the past have doubted the ability of (c) to use their best endeavours: dor 
the accountancy profession to meet the requirements (i) to ensure that published accounts comply with ie 
of modern business, or to secure sufficient acceptance for these standards or that there is disclosure of the 
the concept of mandatory standards of accounting practice, extent to which they do not; and to persuade 
received their answer on Friday of last week with the estab- governments, the authorities controlling securities 
lishment, by 16 accountancy bodies in four of the world’s markets and ‘the industrial and busiñeas com: 
five continents, of the International Accounting Standards munity that published accounts should comply 
Committee. with these standards; A 


At the formal inauguration ceremony, held at Chartered 


: ' 11 itor isfy themselves ^. 
Accountants' Hall, eminent representatives of an estimated (ii) to ensure that the auditors satisty the ; 


quarter of a million accountants in Australia, Canada, t Ca CORP i de jams > 5 
France, West Germany, Japan, Mexico, the Netherlands, d c e b AS. amet s A y ^ed. e A 
the UK and Republic of Ireland and the USA pledged the tiec ic d o: Aa Map ord d: 
authority of their professional bodies to the development of Hopper IO y la es re NIS es et 
basic accounting standards which would command inter- should state. the extent: to which theypaaimot TW 
national acceptance. compi, = 

This development, possibly one of the most significant (iii) to ensure that, as soon as practicable, appropriate — 
in the whole long history of international business, derives action is taken in respect of auditors whose 1 
from the mood of the 1972 Tenth Congress of Accountants audit reports do not meet the requirements of (11) A 
in Sydney, Australia, when 3,000 accountants from 55 above; and E 


> 
Seis t. ¥ 


p y ; ye 
E 


nations evidenced a desire for closer professional co-0pera- e nnn nnns 


tion. Establishment of the IASC — as an arm of the Inter- ON OTHER PAGES 





ML aca 


national Co-ordination Committee for the Accountancy ^R 
Profession (ICCAP), though autonomous in its issue of $ ^ Finance Bill 1973: Ld Ea 
. ; Revenue Replies to Accountants' Submissions s 

exposure drafts and standards — has been officially described XH M 
i hs] d'dim LAT . 12 Abuse of Dominant Position: Uncertain Outlook for US . 
d9 d start on this tong an dif cult task [of establishing basic Subsidiaries in Europe, Vincent O'Donovan, Barrister "Yd 
international standards] which can be expected to have a 15 ^ General Purchasing Power Accounting: ED8 is Not 
significant influence in the years to come’. the Answer, Professor R. J. Chambers, D.Sc. E 
By the terms of the formal agreement, the professional 19 A Matter of Style for Selincourt oS 
accountancy bodies which are signatories thereto collec- 28 Letter from America— Quick Freeze Re 
tively agree: 30 Tax Assessment of Husband and Wife, Vera Di Palma, ¿A 
(a) to establish and maintain an International Accounting F.C.C.A., F.T.. | E 


Standards Committee, whose function will be to Mig ko wwe qe T MART qu Mn rir e 
formulate and publish in the public interest, basic DEAS M y Y Lir 





standards to be observed in the presentation of current Affairs 3 | Bulls and Bears 26 | 
audited accounts and financial statements and to this is My Life 2 dt ottaa 29 ^ 
promote their world-wide acceptance and observance; = VAT Tribunal Decisions O Student Roua BAR 30 - 

(b) to support the standards promulgated by the Com- Finance and Commerce 19 Notes and Notices 34 





mittee; A 


ro, 
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(d) t to seek to secure "dil: sica acceptance iud. 


observance of these standards internationally. 
Speaking shortly after -the formal inauguration, Sir 


. Henry Benson, G.B.E., F.C.A., first elected Chairman of the 


IASC and also Chairman of the English Institute's Over- 


. seas Relations Committee, reminded his audience that 
. Rome was not built in a day. The process of developing 


exposure drafts on an international scale, circulating them 


. to professional bodies, governments, securities markets and 
other appropriate agencies throughout the world, and re- 
distilling the information gleaned from such exposure 
would inevitably be prolonged and, though work would 
. Start at once, it might be from 18 months to two years 
- before the first international standard emerged. 


Among subjects which have already been mentioned as 


appropriate for examination with a view to establishing 
international standards are the disclosure of accounting 
- policies and basis of valuation of assets; minimum informa- 
tion to be included in published accounts; consolidated 


accounts; minimum audit requirements, and form of the 


 auditor's report; depreciation of fixed assets (a topic, 
. incidentally, upon which the ASSC in the UK has yet 
- to pronounce); and valuation of stock and work in progress. 


In some countries, standards affecting audited accounts 


are already prescribed by local professional bodies or are 


established by legislation, and these, it is anticipated, will 
continue to be mandatory for local conditions. In preparing 


its recommendations for adoption internationally, the 
IASC has declared its intention of taking into account 
_ those accounting standards already in use. 


Representatives of the IASC's founder-members last 
week anticipated little difficulty in securing the support 


» of their respective governments and securities regulation 
. agencies for the new development, which it is recognized 
should go far towards harmonizing and improving inter- 
national standards, and thus protecting the interests of 
. investors, creditors, employees and the general public. 
That there may still be financial scandals in the future — 
since no prescription can anticipate every possible set of 
- circumstances — is admitted; but the adoption of inter- 
- national standards of comparability and disclosure should 
ensure at least that such scandals can be kept to a relatively 
. modest scale, and more readily identified. 


. The tremendous amount of work that has been done, 


and the part played by all the member-bodies of the TASC, 
has already been recognized by the United Kingdom 
. Government. The Earl of Limerick, M.A., C.A., Parlia- 
— mentary Under-Secretary of State for Trade, who attended 
^. the inauguration ceremony on behalf of the Department of 
— Trade and Industry, announced that the Government was 
“wholeheartedly and unreservedly in favour of this 
splendid effort'. In the course of his speech, he said: 


“The advantages of securing standardization in account- 
ing principles and practice, based on full and careful review 
and on discussion of points involved, are really evident. As 


you all know, the European Economic Community now 





has at an PARRI dise Pus to diera minimum ac- 
counting standards for its member states; thé work of your 
IASC will be complementary to that of the EEC and I 
am sure there will be no impediment to the completion of 
the draft Fourth Directive — indeed, they will doubtless be 
stimulated by each other's preliminary developments. 


The need for the growing sophistication of accounting 
techniques to keep. pace with concepts of contemporary 
business management is yet another powerful reason to 
demand standardization on the highest possible plain. 
There is in this country, and I believe it is reflected around 
the world, a growing demand for more and more disclosure 
through the medium of company accounts. The benefit 
to be derived from this disclosure must clearly be dependent 
on the efficiency with which accounts are maintained and 
proved and presented, so that here again there is a strong 
case for standardization at a high level. 


“The British Government traditionally has considered 
that, subject to certain basic statutory requirements, the 
formulation of detailed accounting standards is a matter 
on which the professional accountancy bodies should have 
the chief say. The Government therefore wholeheartedly 
endorses this initiative by the bodies here represented and 
hopes, with confidence, that it will lead to the improvement 
and harmonization of accounting standards and will make 
for greater business efficiency, initially in the countries 
for which you speak, but ultimately, one hopes, in a very 
much wider circle of business practice round the world.’ 

Among the guests at a dinner held last week to mark the 
occasion was Mr D. H. Leroy-Lewis, F.c.a., Vice-Chairman 
of the Stock Exchange. The Exchange, he said, was deter- 
mined to do its part in the establishment of London as a 
pre-eminent financial centre; and he paid tribute not only 
to the ideas behind the establishment of the IASC, 
but also to the drive and energy which must have been 
shown in establishing its formal constitution within a 
mere nine months of the Sydney congress. 


‘As many of you will know’, he continued, ‘The Stock 
Exchange has built up over the years a series of require- 
ments which have to be undertaken for the future by 
companies before The Stock Exchange will grant them a 
listing. One item in the current listing agreement imposes 
on UK companies the requirement to circulate with each 
annual report of the directors a statement by the directors 
as to the reasons for adopting an alternative basis of 
accounting in any cases where the auditors have stated that 
the accounts are not drawn up in accordance with the 
standard accounting practices approved by the UK 
accountancy bodies. 


“The Stock Exchange Council under the TEMO of 
Sir Martin Wilkinson — who retired at the end of last week, 
and who so often supported the accountancy profession 
within the UK — was glad to be able to reinforce in this way 
the activities of the Accounting Standards Steering Com- 
mittee. But you must not think that we did this just for the 
fun of the thing, or just because the accountancy bodies 














UK had adopted these standards. You must 
that we have accepted standards yet to be issued 
this respect given a blank cheque. 

ing this requirement, we have achieved a further 
comparability in the prospectuses and balance 
accounts of listed UK companies. You will 
erstand that the extension of this comparability 
s of other nations must be of great assistance in 
t of the international securities industry — and 
fities industry is becoming more and more inter- 
all the time You will see, therefore, why The 
Exchange welcomes the formation of the Inter- 
al Accounting Standards Committee”. 

Formal constitution has been drawn up for the IASC, 
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whose member states are guaranteed equal voting rights and 
will contribute equally to the committee's budget — thus 
eliminating “plural representation’ of those countries (at 
present Australia, Germany and the UK) where more than 
one body of accountants is established. The IASC’s 
permanent office, it has been agreed, will be in London, 
and the accountancy bodies of the UK and Irish Republic 
have accepted the responsibility of recruiting staff for this 
office — though their salaries will, of course, be a charge 
against the committee’s budget. 

A facsimile reproduction of the title page of the formal 
agreement provides the cover illustration for this week’s 
issue of The Accountant. Readers will no doubt join with 
us in wishing this far-reaching venture every success. 








Shaping the Finance Act 


XCHANGES between the Inland 

Revenue and representatives of the 
accounting profession form part of the 
behind-the-scenes operations which 
help to shape the Finance Act in its 
ultimate form. The process of legis- 
lation in fiscal matters is largely one 
of giving technical verbal form to 
concepts which may be easy to state in 
general terms but difficult to reduce 
to a set of workable rules. 

A notable feature of recent dis- 
cussions has been the desire expressed 
by the Inland Revenue for adminis- 
trative simplicity in operation and for 
precise guidelines obviating recourse 
to departmental discretion. Such ob- 
jectives have often been proclaimed 
on behalf of the taxpayer, but it is 
evident that growing demands on 
skilled personnel have led the Board 
to seek to limit their commitments. 
Delays in valuation matters have been 
the experience of many; but it is a 
novelty to hear the official side admit 
that determination of market value is a 
time-consuming process which they 
wish to restrict to the minimum. 

There has been widespread dismay 
at the reintroduction of complex 
legislation directed against dividend 
stripping. Defending its reappearance 
at their instigation, the Revenue claim 
that they are seeking to reduce the 
area of operation of the notorious law 
on transactions in securities, which 
functions as a blanket anti-avoidance 


device. ‘The expectation that this 
revival would meet with universal 
approval might have been better 
founded if the scope of section 460 had 
been correspondingly restricted. 

The Bill contains, in fact, only a 
few palliatives. Indeed, the Revenue 
seem to begrudge even the slender 
protection accorded to bona fide 
commercial transactions — of which 
the decision in CIR v. Brebner (46 
ATC 17; 43 TC 705) records an out- 
standing instance — for they have 
made it known that they would be 
most reluctant to incorporate any 
motive test into the new legislation on 
group arrangements. 

The part played by the accountant 
and departmental ‘seconds’ in assist- 
ing the Parliamentary contestants to 
shape the Budget proposals has to 
some extent been overtaken by events. 
Thus the Bill to which this year’s 
memorandum (reproduced on other 
pages) is referenced has since been 
republished inclusive of amendments 
in Standing Committee. Should an 
agreed construction of a point of 
difficulty be inscribed in an amend- 
ment which is not called for Parlia- 
mentary debate, a possible alternative 
is for the Revenue to issue a statement 
setting out their interpretation of it. 
In any event, the airing of matters 
which cause difficulty does serve to 
direct attention to possible solutions. 

Professional men are likely to suffer 


through the burdensome imposition 
of additional rate tax on many trusts, 
including trusts where distributions 
may be made regularly but are not 
automatic. In this context, an attempt 
has been made to answer the vexed 
question as to when precisely a pay- 
ment is deemed to occur. Again, the 
ever-changing terms of the legislation 
on share option and incentive schemes 
are a recurrent occasion of dispute; it 
is instructive to note that accountants, 
the department and even the drafts- 
men find themselves hazarding guesses 
as to the interpretation which the 
Courts may ultimately decide to 
place on words which, once on the 
Statute Book, can only be recalled by 
retrospective legislation such as fol- 
lowed Restorick v. Baker (so A'TC 97). 

In the meantime, real benefits stem 
from these regular meetings — not- 
withstanding a hard core of conten- 
tious matter which tends to be carried 
forward from one series of meetings to 
the next. 


Actuaries’ 
125th Anniversary 


OUNDED in 1848, the Institute of 

Actuaries this week celebrates its 
125th anniversary. lo mark the oc- 
casion, an assembly and exhibition was 
held at the Institute’s headquarters in 
Staple Inn Hall on Monday and 
Tuesday, to which. representatives of 
26 actuarial societies from overseas 
were invited. 

The proceedings included an ad- 
dress by the Rt Hon. Lord Boyd- 
Carpenter, P.C., on prospects for the 
professional man; papers by two of the 
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Institutes members, Mr R. S. 
Skerman and Mr D. F. Gilley, on the 
work of a life office actuary-and on the 
development of actuarial consultancy ; 
and an evening reception at 
Fishmongers' Hall, At the concluding 
banquet in Guildhall on July 3rd, the 
Rt Hon. Sir Keith Joseph, P.C., M.P., 
was the principal speaker. 


Questions in Parliament 


ANAGEMENT consultants are 

suspected, by Mr Derek Coombs 
(Birmingham, Yardley, Con.) of hav- 
ing inside information of companies 
which have been the subject of take- 
over bids. In questions set down for 
answer by the Secretary of State for 
Trade and Industry, he is seeking 
amendment of the Companies Acts to 
require disclosure of consultants' visits 
to companies and the purpose of those 
visits. A further question asks in how 
many cases, in the past five years, 
contested take-over bids have been 
preceded by management consultants 
having had access to information with- 
in the firm for which the bid has been 
made. 

A suggestion for stricter enforce- 
ment of companies legislation comes 
from Mr Arthur Lewis (West Ham, 
North, Lab.) who wants the forth- 
coming Companies Act to contain a 
provision enabling and compelling 
the Department of ‘Trade and In- 
dustry to enforce existing legislation 
about company returns and disclosure 
of information to shareholders. 

Mr Hugh Jenkins (Putney, Lab.) 
wants legislation to outlaw political 
donations by foreign-owned com- 
panies. 


New Approach to 
Charity Finance 


N unprecedented scheme to raise 

charitable funds has been launched 
on the City by Notting Hill Housing 
Trust, using the City’s own tech- 
niques. The ‘Trust, which seeks to 
provide homes for low-income families 
and old people in North Kensington 
and adjoining London boroughs, has 
issued a formal prospectus for an 
issue of loan notes. Aimed particularly 
at high taxpayers, the prospectus asks 
potential subscribers to lend a mini- 
mum of {100 at a rate of interest not 
exceeding 5 per cent. Capital will be 
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repayable on three months' notice 
after a certain period, and in the mean- 
time the ‘Trust will have the use of the 
money. 

The scheme has been devised and 
developed by four members of the 
Trust’s committee of management: 
Mr Michael Jacob, M.A., C.A., group 
chief accountant of Land Securities, 
Britain's largest property company; 
Mr Peter Lee, secretary of the City 
Panel on "Take-overs and Mergers; a 
barrister, Mr Anthony Taussig, and 
solicitor Mr Brian Zeff. Its purpose is 
to provide the Trust with up to £1 
million in bridging finance needed to 
purchase property for rehousing and 
also with additional charitable income. 

The Trust, which houses more than 
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4,000 people in.1,400 sepa 
lings, largely in North J 
and Hammersmith, receiv 
tial Government support 
less, crucial areas of its w 
dependent on charitable ir 
loan notes offer will help t 
need and will also help pre 


petitive property market. 

Mr Jacob, the Trust's treas 
week described this develop 
‘a breakthrough in the techni 
charity finance’. It was inten 
said, to appeal to people who 
surplus funds which they wishe 
keep available on a short-term bas 
but on which they were prepared t 
forgo a very small amount of interest. 





Rolls-Royce Compromise 


ORKER shareholders of the 

former Rolls-Royce company 
may look forward to repayment at par 
of their sop shares, under the terms of 
à compromise agreement announced 
last week between Mr E. R. Nicholson, 
F.C.A., receiver and joint liquidator of 
the old company, and Rolls-Royce 
(1971) Ltd. Payment in full is also 
being made to ordinary creditors (who 
have already received 6op in the £ on 
their claims) 'by the end of September”, 
and to deferred creditors, including 
holders of Rolls- Royce 73 per cent 
unsecured loan stock. 


Mr E. R. Nicholson (/eft) and Sir lan Morrow after the 


announcement of last week's settlement. 





Settlement of the dispute, at a figure 
of £87:5 million for the assets trans- 
ferred to the ‘1971’ company, has at 
least achieved a considerable saving in 
time and expense that would otherwis: 
have been involved in continuing 
lengthy hearing before the independent 
assessor, Mr W. E. Parker, C.B.É., 
F.C.A., but has aroused conflicting 
emotions elsewhere. Mr Nicholson 
himself was reported to be “satisfied, 
rather than pleased, with the result”; 
a representative of the R-R Share- 
holders’ Action Group thought that 
Mr Nicholson should have ‘stuck out 





Photo: ‘The Times 
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July 5th, 1973 
E 

for more’. On the other hand, Sir 
Tan Morrow, C.A., F.C.M.A., J.DIP.M.A., 
deputy chairman of R-R (1971), 
expressed qualified satisfaction; the 
price, he thought, was “a bit too much’. 

Mr Nicholson has already received 
£30 million of the agreed £87 million, 
and the balance will be payable, with 


interest, on or before July 23rd. 


Though uncertainty persists as to the 
amount likely to be received by 
ordinary shareholders of the old 
company - figures of between rop and 
3op per share have been quoted, 
depending on settlement of out- 
standing claims against the company — 
this may well exceed the price paid for 
R-R shares by  speculators and 
souvenir hunters immediately after the 
1971 collapse, when shares changed 
hands for as little as 3p apiece. 
Preferential treatment of worker 
shareholders, previously dismissed by 
Government spokesmen as impractic- 
able without causing unfairness to 
other interests (The Accountant, Feb- 
ruary 3rd and April 27th, 1972), has 
been made possible by voluntary 
agreement of a consortium of clearing 
banks and accepting houses to waive 
interest on their outstanding debts 
against the company. The present 
settlement, on terms far more ad- 
vantageous to most parties than could 
have been foreseen two years ago, is 
regarded in the City as something of a 
personal triumph for Mr Nicholson, 
whose abilities were formerly little 
recognized outside the accountancy 
profession. 


Accountants’ Interfirm 
Comparison 


NCOURAGED by the conspic- 

uous success of its first interfirm 
comparison exercise for firms of 
! practising accountants (The 
Accountant, January 4th) The In- 
stitute of Chartered Accountants in 
England and Wales this week launched 
the 1973 comparison. As a result of 
experience gained and comments re- 
ceived in 1972, the 1973 version is 
being expanded to include such items 
of information as charging rates, 
salaries, recovery rates, staff turnover, 
analysis of overheads, return on capital 
and working capital per partner. The 
scale of fees to participants is, how- 
ever, unchanged at £1 per member of 
- personnel, with a minimum of £25 per 
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International Standards 


Leading accountants from nine nations met 
last week in London for the formal inaugura- 
tion of the International Accounting Standards 
Committee (see leading article in this issue). 


On the right: Mr R. D. Thomas, B.Com., 
M.B.A., F.C.A.(Ontario), signing on behalf 
of Canada, watched by Lord Limerick, M.A., 
C.A., Parliamentary Under-Secretary for Trade. 
Below: Sir Henry Benson, G.B.E., F.C.A., 
the new Committee's first chairman, flanked 
by Dr K. von der Tann, Germany (fore- 
ground), and (from left) Messrs Shoze 
Tatsumi, Japan; H. C. Treffers, The 
Netherlands; Julio Freyssinier, Mexico; and 
Wallace E. Olson, USA. 


participating office and a maximum 
fee of £100. 

Elaborate safeguards have been 
devised to ensure the confidentiality 
of material. Names of participating 
firms, it has been stated, will not be 
revealed; results will be sent only to 
participants; ratios only, and not 
absolute figures, will be disclosed; 
and participants who so desire may 
interpose between themselves and the 
staff of the Institute an intermediary 
who, although knowing (and keeping 
confidential) the names and code 
numbers of participating firms, will 
not have access to any data and will not 
receive a copy of the report. 

. Devised by practitioners for prac- 
titioners, under the chairmanship of 
Mr K. J. Sharp, T.D., M.A., F.C.A., now 
Deputy-President of the Institute, 
the comparison (which is also open to 
members of the Scottish and Irish 
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Institutes, and of The Association of 
Certified Accountants) should enable 
firms of similar size in the same geo- 
graphical area to establish what are their 
strengths and weaknesses. In a letter 
commending the scheme to all firms, 
the President of the English Institute, 
Mr E. K. Wright, M.A., F.C.A., writes: 
“This operation is part of the In- 
stitute’s continuing policy to provide 
assistance to all sections of the mem- 


bership, and I am sure you will derive Y 
enormous benefit from it. My firm is - 


certainly going to take part again.’ 


Metric Measurement 
Cro — possibly with the 


experience of decimalization in 
mind — are 'apprehensive that metric 
changes, as they occur, could be used 
to introduce price increases which they 


will not readily be able to detect’. — 
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e seen in Value for Money in Metric, 
published last wéek by the Metrication 
- . Board's Consumer Safeguards Group. 
_ With 1975 as the present target date 
- for substantial completion of estab- 
= ` lishment of the metric system as ‘the 
- normal measurement tool of daily 
= living? in Britain, the Consumer 
.— Safeguards Group has concluded that 
-— ‘The most effective way of helping 
E consumers would be to take all the 
. necessary steps to keep the period of 
— transition to metric in shops as short 
as practicable ... An orderly change 
to metric in retail trade as a whole will 
i E not be attainable unless a future date is 
— laid down after which all retail 
transactions would have to be con- 
ducted in metric’. Legislation will be 
piel both to establish any such 
date and to amend the Weights and 
—— Measures Act. 
Other specific suggestions are that 
E thanufacturers should plan their metric 
changes with firm terminal dates, 
^. linked with time-tables for change in 
v shops; that full use is made of press, 
radio and television coverage to in- 
crease public awareness of the im- 
. pending change; and that the 
. Metrication Board should produce for 
E 3 * general use a small 'shopper's aid', 
| E suitable for the handbag or pocket, 
—. giving simple conversion tables and 
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E factors. 

— M Value for Money in Metric is 
E - available on request from the Informa- 
- tion Office, Metrication Board, 22 


JC Kingsway, London WC2B 6LE (o1- 
E 242 6828). 
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Professional Member- 
- ship for Civil Servants 


E UBLICATION of the Melville 
report on employment of account- 
l ‘ants in the Civil Service (The 
be a Accountant, June 28th) was welcomed 
last week by Mr John Phillips, 0.B.E., 
AH  LL.M., F.C.LS., Secretary of the In- 
"stitute of Chartered Secretaries and 
B nürntors, as 'evidence of in- 
A creased readiness by the Home Civil 
Service to benefit from the services of 
expert professional people on the 
financial side — especially when one 
thinks of the causes célébres of recent 
months and years, where issues have 
arisen between the Government and 
commercial and industrial enterprises 
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¿This is one of several problems fore- 


on profits ce from Government 
contracts’. 

Addressing members at the annual 
dinner of the Institute's London 
Branch, Mr Phillips continued: 

‘Excellent as the in-service facilities 
for training Civil Servants may be for 
some aspects of their work, there is in 
my view everything to be said for the 
Civil Service Department and the 
Civil Service Council for Further 
Education to encourage Civil Servants 
in executive grades to study for and to 
achieve membership of a professional 
body which will keep them abreast of 
developments in the administrative 
sphere of the business world. 

‘The Institute of Chartered Secre- 
taries and Administrators has a 
custom-built scheme for such exe- 
cutive officers who could, in full 
accord with the objectives of the 
Fulton report, follow up studies for 
National Certificates in Public Ad- 
ministration by pursuing the public 
service career stream of the Institute’s 
examinations to a qualification directly 
relevant to their careers.’ 


New Zealand Budget 


NE" ZEALAND's Budget, pre- 
sented to Parliament last month, 
has been designed to maintain 'current 
strong levels of economic activity and 
business confidence'. The Minister of 
Finance, Mr Rowling, said that in- 
creased growth required improvement 
in the structure and efficiency of the 
economy, which in turn required 
concentration of resources in inter- 
nationally competitive industries. The 
desired economic pattern had to serve 
environmental as well as social needs. 

Specific measures included in the 
Budget were increased State pensions; 
tax relief on incomes not exceeding 
$NZ6,000 per annum, with conces- 
sions for overtime and shift workers; 
incentives for workers to purchase 
shares in their employing companies; 
taxation of property speculation; re- 
ductions in direct assistance to farmers; 
and price controls which will prevent 
employers from recovering wage in- 
creases in excess of 5 per cent. 

Initial reaction to the Budget, 
which provides for total government 
expenditure of $NZ2,605 million — a 
17 per cent increase over the 1972-73 
out-turn — has been one of cautious 
approval. However, farmers affected 
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less satisfred, and Mr W: N. Dunlop, 
President of New Zealahd Federated 
Farmers, accused the Government of 
providing ‘disincentives’ for the 
earners of more than go per cent of 
New Zealand's foreign exchange. The 
Budget, he said, did nothing to 
stimulate farm production and growth. 


Canadian Accountants 
Volunteer Tax Help 


UNDREDS of chartered account- 

ants across Canada volunteered 
their professional services in filing 
1972 income tax returns for pen- 
sioners, welfare recipients, new 
Canadians, the unemployed, disabled 
and blind — in short, all those in need 
of, but unable to afford, financial 
advice — according to the Canadian 
Chartered Accountant. It is estimated 
that in Ontario alone at least 5,000 
returns were completed by about 500 
volunteer CAs. 

Free clinics were established in 
convenient locations — shopping 
centres, homes for the aged and the 
Canadian Institute for the Blind 
centres — and, wherever necessary, 
interpreters were available. 

Chartered accountants also offered 
guidance for the general population. 
Public lectures and tax meetings 
provided information on various as- 
pects of personal tax; seminars were 
held for various special groups such as 
farmers and students, and radio and 
television programmes publicized a 
wealth of tax information. 


Inland Revenue 
Management Review 


JA of the structure of the 
Inland Revenue Department is 
to be undertaken in the light of the 
many recent and prospective changes 
affecting the work of the Department 
and the way it carries out that work. 
This is within the context of policy 
recently decided by the Government, 
that each major department should 
periodically review its general system 
of management. 

The review will not be concerned 
with levels, types, 
taxation, but with the general organiza- 
tion and management of the work in- 
volved in implementing government 


dy 5th, 1973 






"e 


and systems of 


- 
hn 


i 


July 5th, 1973 





y $ oU E - THE 


ACCOUNTANT 


Schroder Flexible Bond. 


The sensible investment. 


The essence of sound long-term 
investment is not to put all your eggs 


in one basket, but to cover the three 


main investment areas—equities, 
fixed interest stocks, and property. 
And not only this, but to alter the 
balance between the three as their 
prospects change..More.than ever in 
today’s conditions, this requires . 
the professional skill of gathering and 
analysing information, selecting the 


most suitable areas, and judging the 


appropriate time to make the 


investment. 





Schroder Wagg is one of Europe's 
leading Merchant Banks. It has been in 


or telephone 242. 8252. 









the investment management business 
for many years and is well known for 
its expertise and detailed knowledge 
of home and overseas markets. Its - 
wide international connexions enable 


_it to obtain investment and economic 


For further information please write to J ohn Stonham, | 
Agency Manager, Schroder Assurance Limited, Heron House,  . 
319) 325 High Holborn, London WCIV TPB, o | " 


analysis in depth, and these resources 
and skills are now offered in the | 
Schroder Flexible Bond, a scheme 
especially designed for individuals 


wishing to invest £1,000 or more. 


The Flexible Fund, to which the 
Bond is linked, offers the individual the 
security of a well managed diversified 


investment portfolio, sufficiently flexible 


to make the best of a changing world. 


- - N 


t Y 


\ 


Li 


EN 
> 





f POs Mars 

PE | | Cosas and Lir: R Thornhill, 01-628 8860: ` EN 
ee | “Vacancies cover: the whole range from Trainee to Fináncial : 

UE ie “Director, Salaries: up to £7 000+. T LEUR 
D “Temporary Staff: M. É. Farrer, 01-628 0391: A 
ye Tenn: are better than is usual for ‘temporary sigamos. 
a ` RICHARD OWEN ASSOCIATES F 

E "Box 23, 47 Finsbury Court ` 2 e 

y "Finsbury Paveiñent, London EC2A 1HT `- E 0 

a - Note: Week-ends and: ‘evenings answering service 01-628 8860, 

s eS E $ a EMG y - HE = 

A NE ER ME : 

PN : A n ^ i g » ; e. i ny 


- Me “ r 
bo. > * z S a i e T 
~ r ` ` E r E k A r tr r ~“ 
D vr a 1 I > t MES RE" - 
~ ` a Y * - — 
* ^ + a ig ^ - t- - . E A . = 2 = > z sa 


L acre | 


" for balánce sheet ` 
^purposs ot 
- mortgage probate E 
Pac: investment ` 
sales, lettings and | 
7 management : 
` - of commercial and: 
DN industrial properties 


r " ` -— 


Hillier Parker] 





Mny & Rowden 
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d 77 Gis St, London: WIA 2BT 
x Telephone 0 01-629 7666 2 E e 


and" à j 
. Edinburgh Paris, / E 
ey, Melbourne, Brisbane 


` Many hundreds. of ‘accountaiits have found the, "right job « 
` through this ‘useful service, -3 OUE 


^e 


FREE LISTS OF VACANCIES - 


‘will be posted to you or you can call at our Information Celiite 


and > without any. form-filling — study the classified registers. . 


.Ovér 500° vacancies in the U.K. and overseas offer you the . 


k ¿os 


widest choice. Ring for relevant list! H (us E 


Public Practice: L. Kelleher, 01-628 4550 `- TET 

More: thar 300 Professional firms utilize our- services in 
engagement. of all grades of staff from Articled Clerks 
to Partners. Salaries: U. K: - "up to £5 ,000; Overseas = run to”: 
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a the: ‘begining. electronic. digital computers were ` 


. used‘ solely for mathematical : and. statistical work, 


'and so, not unnaturally, the programming of: these" 


ci machines was carried out by mathématiclans. The most 
"common application. .of computers today is in the field. 
_ of commercial data processing, but the myth that a 


- knowledge “of. mathematics or even: of electronics is 


required beforé one is qualified to become a program- .  ' 


mer is hard of dying. In-fact no preliminary. qualifica- 
tions are- required for programming AR perhaps a: 
certain basic common sense.- : 


7 


t 


` This little book Is intended for accountants, auditors, 
"managers and others who: would like to find out what: 
"programming is. about, The book is not intended.as a 
‘programmers | manual" but rather as an Introduction: 
-to the concept of programming and the job of the `. 
Programmer, -.-- EN ) 


de 


E - 


b £75 including pestipcking & ‘VAT Q9 U; K. C 


` 


Eas 


AS | 
a 


` a » 
r : X 
` 


ES r. " 


TÒ GEE & co (PUBLISHERS) LIMITED cb. ig 
City. Library, 151 Strand; London WC2R td 
y Ca. Ta ; Velephens 01:936 0832 ee n im 


" 
«4 ewe 
a ® - y à E ge * ~ 


- * * 2 
"E à tor hoa . Y "on - : - ^ 
i iS a ^ - 


: BUSINESS COMPUTER PROGRAMMING, by T. W. 
` McRAE, DAS ap E 1 Tajincudire ad &. 
| VAT (o) UL. HIE HN E 


- o» * $ . < : m ` M 5 
m - T à T E z 33} , £ ti 
- Name ros cues S i y - so ot 
E te ee GC EN OT Cg Oe ER 
: uim! A - 1 
x i à . -x . Lo t 
ie fa ta ` i Fr 
- Lal 1 ad r 


Address. 


MBit A A 1 O PA Quis) O a I-4 ea hee rbd rar eme LA TTS do To 
- a m ` E 





'Remltranicó, £. 


ACCT 8/7/73 ; ae a TM " | : 


m Wes mm mum wu uis ium sui sum mum 


' "Please xd c e of INTRODUCTION TO | | 


sá he 


July 5th'1973 


policy on those'matters for which the 
Board'is responsible. 


Mr N. C. Price, c.B., Chairman of 


the Board. of Inland Revenue (The 
Accountant, March ist) has been 
named as chairman of the review 
committee. Working to the Committee 
will be a review team comprising 
senior staff of the Inland Revenue and 
Civil Service Departments, together 
with: a senior consultant seconded 
from a management consultancy firm. 

This review is expected to begin in 
early autumn, and.to last until some 
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to the. reo Inland” Revenue 
Management Review, Room 34, West. 


Wing, -Somerset House, London 
WC2R ILB. ^ ; 
Giro Seeks New 
Customers 

COUNTANTS and company 


secretaries throughout Britain will 


receive copies of a new booklet, Giro - 
1n-Your Business, as part of a campaign 


to attract new Giro customers from 


is pointed out, include handling inter- | 
national transfers to and from Europe; 
almost, every country in Western 
Europe operates a. Giro system, and. 
most European businesses are claimed 


¿to have a Giro account. ` 


. Giro's ‘new marketing strategy is 
alleged to have resulted in a 'sub- 
stantial’ growth of business. The UK 


National Giro now handles nearly 


three million transactions every week 
from 473,000 customers, and deposits 
by major customers over the past year 
have increased by more than 80 per - 


time in 1974. Evidence should be sent 


THIS IS MY LIFE 


His Gift 


by An Industrious Accountant | 


| WAS worried about the impact, or rather the lack 
of it, that our latest auditor had on company personnel. It 
wasn’t because he talked too long and too loud, as others 
of us have done in our time; it was because he just hadn’t 
enough savvy. We called him the Cuckoo. 

True, today’s auditors are sadly handicapped by com- 
parison with the prévious generation. Then they were 


omniscient, inquisitional, and sceptical. Many an elderly- 


cashier or unfledged ledger clerk quaked in his shoes when 
summoned to explain a wrong entry; many a company. 
accountant, pinned down and stammering, found himself 
unable to justify a faulty “profit on incomplete contract’. 
The muttered excuse. “That’s how we did it last time’ was 
ruthlessly demolished. 

Times changed when the brighter book- keepers started 
to.do correspondence courses, and when industry got its 
input of ready-spoken graduates. Now the statutory 
auditor faces qualified men with the advantage of local 
knowledge, plus, perhaps, a prior run over the course with 
the internal auditor. The visitor needs all his expertise to 
cope. - 

The Cuckoo couldn’t cope. Recently qualified and short 
of experience, he knew his basic principles but not their. 
‘application. He bluffed, tried to talk down opposmon; and 
was caught out. 

The new imputation tax was his first failure. He wasn't 
expected to be an expert (we know his firm has a separate 
tax section) but he shouldn't have been so dogmatic when he 
was wrong. He fell foul of Costs about capitalizing incom- 
plete construction. He criticized the financial accountant's 
tentative scheme for making a fortune by dealing in 
Eurodollars, which admittedly I distrusted myself; but 
the FA demonstrably knew more than the auditor. 

The chairman asked him about the balance of payments 


the business world. Giro services, it 


cent. 


Y 
f 


crisis, casually, and the, Cuckoo was in full flight before 
realizing he was talking balance of trade; anyhow, he'd got 
the gold standard the wrong way round. He subsided with 
all of us thoroughly confused, and I began to hope he'd 
sprain an ankle. 

Came the day we were called to the boardroom to report 
audit progress. 'T'he directors probed shrewdly; the Cuckoo 
stuttered; I prayed he wouldn't chance his arm again. 
Then, out of the blue, a miracle. —— 

Apropos of stocktaking, he mentioned Pergamon, 
whereupon they sat up. alertly with a rush of questions. 
He answered thoughtfully, lucidly, provocatively, as one 

who speaks from depths of knowledge. 

He touched lightly on Pinnock's and Bruce prob- 
lems, illustrated first principles by way of Rolls-Royce 
and Lonrho, and wound up on the real blunder in IOS. It 
was fascinating. His hidden talent-was revealed; he was the 


, historian/analyst type, not the extrovert. 


The chairman congratulated him on his exposition. My 
day was made. | 
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2. o. on this subject. 


National Management 


Game. 


INALS. of the 


May 31st) will be played “live” on 
Saturday, July 14th. Two of the 
three insurance company entries which 
reached the semi-finals — Norwich 
Union and Commercial Union — have 
won through to. the final round, 
where they will meet the last of 


- ICI's three entries (representing the 
group's agricultural division at Billing- ' 


ham, 'leesside) and. a team from 
Imperial Foods Ltd, of Grimsby. 


1973 N ational 
Tine Game (The Accountant 
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the last surviving aty from the 
accountancy . profession, , 


semi-finals. 
a prize of {500 and the title of 
“National Management Game Cham-' 


pions 1973’. 


European Municipal 


Finance 
| BRITAIN’ S first 


representative 
from the field of local government 


“finance to the Council of Europe in 


Strasbourg has been named as Mr 


and 
‘Kleinwort Benson from the banking 
'sector were both eliminated in the 
The winners will receive . 


X7 
5 
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` senior .accountant with West Brom- 


wich County Borough Council and 
currently principal budget accountant 


_ withthe London Borough of Islington. 


During his six months’ secondment 
to Strasbourg, Mr Pearson will be 


'engaged in.the development of stań- 


dard local government accounts, and' in 
considering methods of sharing re- 
sources between regional and local 
authorities. ' He “was selected from 
candidates nominated. by five London 


. treasurers, after the Council of Europe 


asked the Association. of Municipal 
Corporations for assistance in finding 


E consultant on local government 


Messrs Fryer, Whitehill 8 Co, 


G. P. N. Pearson, A.I.M.T.A., formerly ` 


finance. 





Finance Bill 1973. 


Direct Taxation Clauses 


^A inei HER of comments « on the direct taxation clauses of the Finance Bill 1973, 

submitted to the Chairman of the Board of Inland Revenue on behalf of the Councils of . 

the allied accountancy bodies — The Institute of Chartered Accountants.in England aud | : 
Wales; The Institute of Chartered Accountants of Scotland; The Institute of Chartered 


, Accountants in Ireland; The Association of Certified Accountants; The Institute of Cost 


. and Management Accountants; and The Institute of. Municipal Treasurers and Accountants 
has since been discussed with representatives of the Board, who have agreed to publication 


- : of their comments. The accountants’ submissions, with the Revenue's comments printed 


dn italics, are reproduced below. 


HIS Finance Bill, like many of its predecessors, contains 

numerous references back to previous legislation so that a 
particular clause or paragraph does not of itself present an 
understandable position. Whilst we appreciate that legislation 
` by reference is perhaps unavoidable in fiscal matters, we think 
it would be of greater assistance to. those seeking to understand 
Finance Bills if they were accompanied by a White Paper or 


` explanatory memorandum setting out the aims of the various 


clauses, as is done in the case of other Bills. 


The Revenue said that past practice. had been to issue White 
, Papers and explanatory memoranda to accompany the Finance Bill 
only whén large changes were being proposed; the task of explaining 
every provision in the Bill as a regular annual commitment would 


. involve a considerable extra work burden at a particularly difficult 


time of year. They agreed, however, to reconsider the matter. 


(ii) It appears that a resident of the Republic of Ireland will be 


^ . unable to obtain repayment of the tax credit attaching to divi- 


dends paid by UK: companies after April 5th, 1973 and that 
there are difficulties in obtaining double tax relief where Irish 
companies have UK subsidiaries or vice versa. We request 
information as to the progress of the revision of the double 


taxation agreement with thé Republic. 


This point had already been overtaken by events; the Revenue 
explained that a question in Parliament had recently been answered 


à 


2. Clause 12 — Alteration of personal reliefs 


Under the unified personal taxation system, income tax at the 
higher rates may have to be deducted from remuneration if the 
taxpayer has more than one source. of income taxable under 
Schedule E. In these circumstances, the coding instructions may 
disclose the taxpayer's approximate total income to one of his 
employers. ‘This is information which is normally regarded as 
confidential. We therefore submit that, before an employer is 
required to deduct tax at the higher rates, the Revenue should 
ask the taxpayer if he has'any objection. If he has, it is suggested 
that an alternative procedure should be devised. 


The Revenue agreed that coding instructions under unified tax 
might indicate a rate above the basic rate at which an employee was 
liable and hence his total income. However, Inspectors would be 
prepared, uf so requested by taxpayers, to try to rearrange codings 
to avoid thas. 


3. Clause 15 — Charge to additional rate of , | 
certain income of discretionary trusts 


We should like an opportunity of discussing certain aspects of 
this clause; for example, the meaning to be attached to “income 
which is to be accumulated’ in sub-clause. 2 (a). 


The Revenue explained that the term ‘income which is to be 
accumulated' applied to income that s was not. automatically dis- 
dió >» the provisions of the trust. | 
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4. Clause 16 — Payments under. f C DP icd 


discretionary trusts: JEEP OE A 


- (i) We question "whether building society interest is to be sub= ^ 


jected to a charge to basic rate tax as well as to additional ` rate tax: 
since theré appears to ber no relief for the notional bsme rate tax 
in sub-clause 3. E 


The Revenue said that 1t was appreciated that the Bill as drafted E 


. did not deal adequately with building society "interest received by 
trusts;.and that amending legislation was in preparation. l 


(11) Clarification is sought of the meaning. to be attached to 


"NE dl 


discretion is not immediately followed by the payment. 


Thé accountants asked what was the position when 'the exercise 
— by trustees of a discretion was not immediately followed. by payment. 
The Revenue said that payment was in general regarded as taking 
place when a beneficiary was legally ee to require money to e 
| paid c over-to-him. , 


i 
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5. Clause 17 — Discretionary trusts: relief for 
overseas tax | 5 


We note that d. 17 (2) (b) provides that telief is. to’ be 
restricted to taxed overseas income. distributed within six 
¡years of its, having arisen to the trustees. Although ‘such 4 
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‘the word ‘payment’ used,in this clause; In particular, we should’ . 
like to know the position when the exercise by trustees. of a. 


, an approved incentive scheme or as a bonus issue in noe of such ; 
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E > (iv) We assume dun any’ necessary amendments to company 
¿3 law. arising from-the' transactions contemplated. by Part, I of 
Schedule 8 are receiving- -consideration. om 


The Revenue stated. that so far as. they were aware the trans- 


actions covered in Part II of Schedule 8. required no Fünsequemor E 
ee to company law. 


” 
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7. Clause 19 — Close.companies: loans for. "M" 
purposes of approved share incentive scheme . 


(1) We should appreciate clarification of the meaning of shares” 


acquired “without consideration’ referred to in sub-clatise 4 (b). 


The accountants thought that the singling out of bonus shares in 
clause 19 (4) (6) was unfair. to close companies. The Revenue -ex-. 
plained that this provision was a relieving aspect of:an. anti-~ 
avoidance measure: it prevented a corporation tax charge: when the 
shares acquired from a participator had been acquired by him under 


shares. | . € 


(ii) IF ; a person owns shares which he sells to a person "io d 
acquires them under- a share incentive lóan scheme (the loan” ' 
. being exempted from! a charge under section 286 of the Taxes - 


' Act 1970 by clause 19 (1) of the Bill), there is deemed to be a 


period is normal for fixing time limits in the Taxes Acts, it - 


appears inequitable to.adopt such a time limit-for the purpose 
of this clause when distributions of accumulated i income can be 
taxed without time limit. 


The Revenue did not agree that clause 17 (2) (b) was — A 
trust that made no distributions would be unaffected and any 
` distributions made could be regarded by the trustees, under section 
b (2) (a), as coming primarily out of overseas income. 


` 


6. Clause 18 — Share option and share ts 
incentive schemes. * 4 


(i) Having regard to the statement’ made bs the Chief Buts 


to the Treasury on October 18th, 1972, that directors after the 
Finance Bill 1973 became law would. be-able to amend a scheme 
as regards"shares acquired after October 18th, 1972, so as to 
comply with the approval conditions then current, clarification is 


sought thát such an amendment can be made under the pros. 
visions of this clause in a manner' which will validate the ac-: 


' quisition of shares. already made. i ^ 


The Revenue said that this problem was covered by paragraph 
7 of Schedule 8; if a defect in a scheme was cured before April 1974, 
- the scheme would not be caught. The Revenue did not think any 


problems would arise in aes but they would be d to ji 
: consider any hard cases. - ; 


` 


(11) We think that a definition, T bà eee of ' any 
disadvantages’ as used in paragraph 5:of Schedule 8, since of 
themselves the words are vague and mar of many shades m 
¡meaning in their interpretation. 


The Revenué said that the provision was couched in seal 
“terms, to avoid any possible loopholes in the legislation. T. hey 


l confirmed, however, that privately arranged loans, would continue 
` not to taint shares for the purposes of the legislation, since these 


would ' not be ‘related loans’. 


^ (iit) ‘Clarification i is sought of the. «api gains, tax aspects of 
this clause, ás affecting both the company and the individual. 


‘The Revenue iud that they would like to give (inii consider- 


_ ation do this point, . 


» 
E 


«loan and.a consequent -charge on the company: -under clause 


19. (4). There does not appear to be any. provision for this loan : 


to be “deemed to be repaid". This ADDE to ne án omission. 


which should be rectified.. 


— 


The Revenue said that they had been advised that cai 286 | 


' was couched in wide enough terms to cover the repayment of a loan 


"s 


by the Perion who received it under the terms of clause I9 (1). 


[i 


8. Clause 20.— “Amendments relating to close 


companies ^. . | bee dle 


provides that in’ ie case. t. a 
. company which | is neither a ace company nor a member of a | 
trading group, sums expended on land or buildings (except: 


Paragraph .4 (2) of Schedule 9 


' improvements to farm land or buildings) are to be treated as not 
being applicable to the requirements of the-company's business. 


Cases arise where a company falls outside the definition. of a. 


m 


- trading^company for this purpose, but nevertheless carries on a - 


trade. We submit that the restriction should not apply: to 
expenditure by such a company on land and ed acquired 
for the purpose of its trade. 


The Revenue said that they had some sympathy with this Sori 
as a matter of principle, but that legislation to meet it.would be... 
difficult-and complicated. In practice, they did not believe that many 
problems would arise, but they would of course be glad to consider | 
any hard. cases: which the accountants wished to-submat. `. 
9. Clause 21 — Distributions to exempt funds etc. 
(i) We question. thé necessity: of this clause in view of the 


which would appear adequate. We raise this question because 


Schedule xo reintroduces complicated provisions for determin- | | 


_ ing pre-acquisition profits which we were A too pleased. tos sce 
| dropped.from earlier legislation. at 


‘The Revenue explained that one of the reasons ‘for the intro 


. duction of the clause had been to restrict the operation of section.460 , 
of the Taxes Act 1970 to the minimum. They had expected from: 
the comments made generally about [section] 460.that this would. 
“meet with universal approval and were surprised that the account- 


ants desired to rely upon. the section. They pointed out that the 


provisions in. Schedule 10, though admittedly complicated, were: 
very much léss so, and much Shorter; thán the legislation meh had: 
E been on the. Statute Book before 156 5. E 


ui 


-—— 


+ 


ee 


Revenue's. powers under section 460 of the. Taxes Act 1970 . 
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BO Subject: to the, above os of. osi s we fink it Gi) Paragripa 3 (1). (a) reférs tó the totál amount of ie: agsets. 


ig inequitable,.as clause 21 (4) provides, to charge the non- . æ shown in the company’s balance sheet at the end of the rele... 
exempt. part of a distribution to additional tax as well as dis- ‘vant accounting period. ‘In view of the special. definition of^ 
entitling: the recipient to the tax credit. ./ 5. . ^". -“=ccounting period” for corporation tax purposes, it would seem 
The Revenue. said that the kind. of transactions untoped by IL Ore appropricte | to: refer i E this paragraph tó. 'the pe for. 
o pod 2I were almost invariably ‘designed to give a benefit to. “which accounts are made up". - . 
? somebody liable at more-than basic rate. ft t was impossible to make (iii) We. suggest that paragraph, 4 (1) (a) of Schedule 12 should P 
o3 the charge fit pee, but. the investment. surcharge gave rough rad; 


e 


"Justice. m up "uu A to whom the profit distribution i ‘is deed to be inate’ 
is y 9 exeo : E ve E chou 707 X This was entizely a matter of drafting, and in the Revenue view . 
Fe a es 
“40. Clause 22... Disallc owah ceo f relie íi in respec 4 : lteration suggested by the accountants was not necessary. E 


of bonus i issues ;.^ ' .; — a) a | - (iv) fa consirtium company 1S ‘subject to the afrangements » a 
0 It is difficult io Bee why sub-cisüse 7 a) has cid the pe ae to in clause 28, the effect of sub- clause 2.is that ‘the. 
-circumstance where tlie -considératión is less than the. market ` trading company shall: be treated : .. as though it did not (as the 


* value (but. riot nil). A. similar pont arises-in Schedule 1 11 (5) e surrendering company) fall within any of paragr aphs (a) to (e) l 
0. B PM “Of subsection (2) of section 258”. ' 


` Paragraph, 9 of Schedule 12: provides that if the offending: A 
provisions arè rzmoved, including the removal of the 'arrange- ` 
ments’; the effect of páragiaph 9 (2) is that ‘the members’ share’ 
-inthe consortium'shall be.treated .-. . as of the same magnitude” , 
asit was immediately. before March óth, 1973: — 


> 


The Revenue explained that determinátion. of market vais was a 

d y, time-consuming, process which they wished.to restrict to the mini- 

mum. Where there was no consideration: at all, clearly market - 
value had to be determined, and the: Revenue: needed ‘protection’ ` 


` against. cases where the consideration was excessive; but where it 


: : Thé effect of paragraph 9.(2) for 2 consortium which. takes 
k Himself avi moet a ae pta the ad ies un Took f "t. remedial action 5y April tst, 1974 is, therefore, clearly to escape. 


ZEE i l Moss. cas e i. the charge imposed under clause 27- (3), ‘but it is not clear that the. ` 

(ii) "Thé reason for he NE “of additional tax- e sub: l lar guage. used would render it eligible for į group relief in view of. 

` Clause 3 is difficult to understand e our comments on clause 21. th terms of claise 28 (2) if arrangements. are in existence. and 
An the preceding: paragraph). - A: : Care subsequently removed. ; , 


: The cifficulty is that clause 28 (2). provides that the company `. 
73 This answer rs COTE? in the consider ation if 9 (i above. : shall nof be treated as falling within section 258 (2) whereas the 


MEC uM a 707 ze clos o 07 7 00 mpeneving provision. merely: confirms that the previous ratio of . 
"now. Cláuse 24- Tax avoidance: transactions in ++ “ownership shall ipply. >- 
"secu rities pe M bo x i v) We consider that. paragraph Io skoda be extended so that 


o it -pplies to the 100 per cént initial allowances for mining etc., 
l DOE EPP e sb ring tas ues v d a Tome ae areas and. Northern Trelar, ünder section : 
share capital received om that date. © , d a the Finance Act.1971. 
(ii) We would ask for confirmation that ithere 1 is ‘a ‘right of >: The Revenue said that points (i), (à) (8) and (0). were valid” 
“appeal | to. the High Court-on a.point of law for, companies. to  eridcisms, : and W amendments were being Ogre: to cover. them . 


whom the section 462A procedure applies. E all 
The Revenue were grateful for having these-points brought to. 


. their attention, and said that amendments were. re. being preparen. to 
Lis ith both of them. =, ; | 


14 Clause 28 - Tai relief: effect of. P US ak 
' ar-angements for transfer: of company to". Nu ds A 


DM | e 0855. t1, armothergroupetc... ``. D fme ie 
: | 3x > NE (G) T he wording of M clause 2 (b) (ii) does not appear appro- | 
42. Clause 25 — Transactions i in certificates coco. priate when the: first: company’ is the” subsidiary "and ` the”. 
of deposit : eos . .... ‘seeond company”.is the parent. The s same. point: arises also in 
"We think i itis important to define 'cártificates of deposit' in Lords paragraph.8 of Szhedule 13. " E 
to make it clear-that the term excludes ‘securities’ the gains on ` T'he Revenue exblained that this yep deitatoh ien) based on a. 


"which: are Subject to capital gains tax. Thé definition in the misunderstanding. The sub-paragraph covered the case where a 
_Finanté, Act 1968, section 55 (3), would appear to include “third person contralled one of the two companies in a “group” (but .: 
"certain paper (for example, bearer bonds) which does not fall mot both): it did got catch the simple group of a parent and sub- * 


-> within the normal use of the term “certificates of deposit”. ' sidrary, because tltimate control of. both ida rested E -. 
The. Revenue said they had consulted their legal advisers on this the shareholders o; the DIES E E Ww de 

"representation and had been advised that the ? definition f, ‘certifi- . (3) We ask for’ 3n assurance that the words at the end of sib? 

dH "of deposits’ did port cover bearer bonds. ` - s ^ oe .Q. darse 1 ‘on and after, March.-6th, 3973 do not JANE retro- - -> 


oum ut 4 E | spective effect to that. date: . 


13. CI - The Revenue scid that they had had ‘a number fi inquiries on”. 
Bord d Group relief: qualifications for. this point and hac. taken legal advice on the interpretation of the., 

pas-age.. They haa been'assured that the-words in question did not É 

<- (i) Paragraph 1 (5) (b) of Schedule 12 sets out, as one ee de hav the effect of giving retrospective "powers; they had ned 
“criteria: for ‘a normal commercial Joan’, whether "the loin 5 fed sim ply as a starting date. There was no intention of ` 
‘creditor is entitled only to a fixed rate of i intérest which does not claring back relie] already given. They 0 ffere disini aci 


f 
exceed-a- reasonable commercial return. It is, of course, fre- afte- the Bill became law. to > clarify the position, D this were still. 
quently the case that the rate of interest is fixed by reference, thocght desirable. . E. : 


7e. g., to the Bank's minimum lending rate; and we seek confirma- 
. tion that loans the interest: of which is fixed in this manner, — (ai) We submit that the definition. of: ena in clause : 
: youd fall within the definition. : . | 31 t7) referred to in.clause 28 (1) (b) should be amended-so.as to ~ e 
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exclude intenet anade for bons fide outs d reasons. 


The Revenue could not agree to this proposed amendment and | 
said they would be most reluctant to incorporate any motive test into 
the legislation.. 


n 


15. Clause 30 — Partnership involving companies: 
effect of arrangements for transferring relief 


We submit that clause 5 (a) should extend to 100 per cent 
initial allowances for mines and oil-wells. 


. The Revenue said that an amendment was being tabled to cover- 


this SIEBEN 


16. Clause 32 — Setting of company's advance 
corporation tax against subsidiary's liability 

(1) Paragraph 2 of Schedule 13 limits the surrender of the benefit 
of advance corporation: tax to that which relates to dividends. 


paid by the surrendering company. Wè have previously sub- * 


mitted that the right should be extended to ACT’ paid on other ` 
types of distribution, and ask for this submission to be re- 
considered. 


The Revenue pointed out that this suggestion had been Tue 
before; they had nothing to-add to. what.they said previously. - 


- (ii). We also submit that the relief under section 92 of the 
Finance Act 1972 as amended by Schedule 13 should apply to 
split periods of ownership of the subsidiary as is the case with 
group relief, 


This suggestion also had - raised last year Pad the Revenue 
had opposed it on the grounds that it would add complexity in 
administration. They remained of that view. 


(iii) It would appear that the wording of the proposed amend- ' 


ment to paragraph 9 of Schedule 23 of the Finance Act 1972 
contained in paragraph 11 of Schedule 13 could unduly limit 
the amount of ACT that a parent company may surrender to its 
subsidiary companies in respect of the transitional period. 

For example a parent company, by reference to paragraph 1 of . 
Schedule 23, Finance Act 1972 may be deemed -to have paid 
more ACT than it has actually paid in the post-April sth, 1973, 
part of its straddling period; this amount may or may not be. 
restricted under paragraph 2. 

The revised wording of paragraph 9 provides that die 
restrictions imposed by Schedule 23.shall apply in deciding the 
amount of ACT which may be surrendered, but it is no longer 
clear (as it was under the original wording) that any increase in 
ACT allowable to a párent company under paragraph 1 is 
ivailable for surrender, 

. It is suggested that the revision of the words “The res- 
‘tictions imposed by’ to ‘regard shall be had to’ would clarify the 
(osition and prevent a holding company (without taxable 
ncome) being left with ACT which it could not utilize, 


‘The. Revenue said that an amendment had been tabled on this 
»oint for Committee, and that Ministers would then. have an 
pportunity .of explaining the position. [The amendment was not 
alled; the Revenue have since said that the use of the Word 
restriction’ was not intended to affect the amount of ACT allow- 


¿ble for surrender. They do not propose any change in the practice | 


et out in paragraphs 279-282 of the dl tax booklet. | ` 


17. Clause 37 — Valüation of certain investments 
for purposes of estate duty 


1) It would appear that paragraph 7 (1) of Schedule 17 should 
so make provision for the circumstances where the market 


ralue, at the date i Lenehange is less than that at the date of - 
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de nvestments S which were quoted at the igs of dus were included 
. in the definition of qualifying investments in clause 37 (6). even if 
_ they subsequently lost their quotation. The Revenue did not-accept 
that there was an adequate case for including in the legislation 
- provisions for relief for an investment, the value of which could be 
‘shown to be negligible at the end of the year. If the executors had 
decided to retain such investments, there was always the chance 
of a substantial recovery in value, and it would be impracticable to 
provide for a corresponding vithdrawal of relief in such-cases; the 
posttion would therefore be quite different from that under the 
capital gains tax. It seemed.to the Revenue that, if executors did | 
not think the investments worth retaining, they could anuas i 
.. arrangé for a sale for a nominal consideration.: l ; 


(11) We submit that sub-clause 6 should be amended $0 as tö ` 
extend relief to investments which are “quoted” as at the date of 
“death but which subsequently lose their quotation and become 
unmarketable. 


The Revenue explained that the scheme of relief was one which 
took account only of realizations for cash. Paragraph 7 of Schedule 


- 17 had no application to an exchange of shares in circumstances 


covered by paragraph ro of the Schedule, e.g., an exchange of 
shares in company A for shares in company B as a result of a take- 
over by company B; if the shares in company B were subsequently "T 
sold within: the one-year period, the provisions would operate on à 
comparison of the sale price with the date of death value of the 
original holding. 

.Paragraph 7 was included solely to prevent avoidance. It 
seemed that executors would have no occasion for -exchanging a ` 
block of shares for some other asset (other than in the circumstances 
covered by paragraph ro) for any other reason. Something was: 
needed to prevent an executor with a block of shares which had - 
increased in value since the death exchanging these for some other , 
asset and then selling the other asset without having to take the 
‘profit’ on the sale into account for the calculation prescribed by the 
clause. 

There’ were. ather ways in which the mischief could have Do 
prevented but the provision incorporated 1n paragraph 7 seemed to 
be the simplest. 


18. Clause 42 — Transitional relief for charities ` 


We would ask for clarification of the meaning to be attached to 
the term ‘similar disposition’ used in sub-clause 1 (P). 


The Revenue confirmed. that the term ‘similar disposition’ ` 
merely served- to enable a charity to claim a repayment if the 
covenants in respect of which repayment had been claimed for 
1971-72 had all expired by 1973-74. 


19. Tax deposit accounts 


If it is the wish to encourage close companies to use tax deposit 5 
accounts, it is suggested that interest received on a balance of a 
tax deposit account should be treated as E income and not. 
as investment income: 


The accountants explained that automatic apportionment. - ~ 


of the interest derived from the tax deposit account would deter 
close companies from using these accounts. The Revenue agreed to 
lai the point and to report the accountants’ views to Ministers. 


20. Pegler. V. Abell 


The accountants had heard that this case was not being pro- ` 
ceeded with, and said they would welcome some consideration 
- now of the general question of annuities subject to the invest- * 
ment income surcharge. They asked if the Revenue: were - 
prepared to appoint a joint working patty, and the Revenue 

Mee to get in touch with them iri due course. 
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Uncertain Outlook for US Subsidiaries in Europe 


by VINCENT O'DONOVAN, Barrister 


/ 


.. The European Community Court of Justice gave judgment in the Continental Can case on 


February 21st and upheld the company's appeal against the EEC Commission. The Court's 
decision leaves some questions unanswered, and introduces new uncertainties for Í 


companies involved in European economic integration. 


The Court endorsed the Commission's claim that it has powers to control mergers and. 
appears to have extended this claim to cover the control of monopolies in general: But - 
is such control compatible with another Community aim: the fusing of some national 
companies into Community-wide enterprises ? Its endorsement gives the Cómmission 
Mir but ill-defined powers under article 86 of the Rome Treaty. 


` 


! qu somewhat cloudy legal position in which the 


European Community Court's action has placed leading 


and growing European companies can be clarified only by 
further decisions of the Court, or by a new regulation on the 
. control of mergers, which the Commission hopes to obtain 
. from the Council of Ministers in two or three years’ time. 


The Continental Can judgment has been described as a. 


‘victory for the American company; it was certainly the 
most profitable defeat ever suffered by the EEC Commis- 
sion. The real loser is EEC law. Its predictability has been 
further reduced. ' 


- Monopoly prospect | 
"Ihe case began in 1970, when the EEC Commission 
= objected to Continental Can's attempt to organize the 
European metal container industry under its wing. 'l'he 
British company Metal Box heeded the warning and 


‘announced that it was postponing its plans to join the Euro-. 


pean Group which was to be headed by nee a 
- subsidiary specially formed for the purpose. . 

Continental Can, which by then already had a (sie 
stake in Germany and 200 factories scattered around the 
world, was undeterred and proceeded with the acquisition 
‘of. the largest Dutch metal container maker, Thomassen 
and Drijver-Verbeilifa. The EEC Commission hit back by 
declaring this merger to be an abuse of dominant position 
under article 86 of the Rome Treaty, and requiring Con- 
= tinental Can to submit proposals designed to restore 
competition in the metal container industry of Benelux and 
Germany. It was this decision which the European Court 
reversed on February 21st, saying that an abuse of dominant 
‘position was riot proven. 

Tn the first place, the Commission established by this case 
` that article 86 can be used as a merger-busting instrument. 
The second burning question, never mentioned in court but 
asked in private by American managers, was, whether, US 
companies can expect a fair deal from the EEC, in view of 
EEC industrial policy aiming at a strong and independent 


i 


i 


European economy capable of | competing in the advanced 
technology field with the Americans. : 7 

The Court's decision that the Commission' had not 
proved its case should reassure US companies in Europe 
that they are safe as long-as they keep within the letter of 


, the law. It also strengthens the legal security of all enter- 
prises operating in the Community, whether American.or |, 


not, by making clear that, in the procedure employed by 
the Competition Department of the-Commission, the guilt 
of the accused has to be proved beyond reasonable doubt. 

Article 86 does not prohibit the existence or attainment of 
dominant position but only its abuse affecting trade between 
member states. It does not say what it means by “dominant 
position”; it only gives examples of abuse. In sharp contrast 
with the earlier Treaty of Paris establishing the European | 
Coal and Steel Community, the Treaty of Rome has no ` 
explicit provision for the control of ion 


Mo definition 


Continental Can could be said to have a Jom on share 
of the market only by defining the metal container market 
more narrowly than the British. Monopolies Commission 
did when dealing with Metal Box. It was certainly nothing. 
like the scale of the proposed Burtons-United. Draperies 
merger that the Monopolies Commission prevented. It was 
a matter of conjecture whether the acquisition of the 
Dutch company would reduce cross-border trade between 
Germany and Benelux, or whether it would increase as a 
result of greater specialization. 

The degree of uncertainty about all the essential facts 
were made clear to the Commission before it decided to 
move against Continental Can. 'The decision to proceed was 
pushed through by the 'cabinets' of the Commissioners — 
against advice of many lawyers on the Commission staff.. 

It is thé policy of the Commission to encourage mergers 
in the fields of advanced technology in order to improve 
the competitiveness of European industry on world mar- , 
kets, while discouraging mergers in the consumer-oriented 
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as stand risk’. management. This does not simply ` 
mean” insuring against. everything; . it means 


" areas of risk, zand seeing the: best way to avert. 
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Company Necrelaries Company Chairiien and. 
_, Company Financial Directors —all busy men—_ 
are not asa rule trained. in Company insurance. — 

Where they see.a risk-free situation, the CIB ` 


| broker — who is so. trained~ may - well | see, a 
M minefield of potential disasters: ^ ` 


- Part of thé broker’s function is to es 


‘surveying the Company's - operations, : spotting 


“them. 


Those. that - cannot be es must be 


Kk: insured against. And this the- CIB ‘broker is 


~ well-equipped to do, having -an intimate know-’ 


.. ledge cf Lloyds, and' of the policies offered by 


. British Insurance Companies, as well as a. deep | 
`- fund of experience to draw on. © - i 
/. “When claims arise, he will help you with 
-* them; he will keep. you in touch” with any. 
; changes in the insurance market. and ide. : 
P on any opone changes in n Policies; P 
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inl Ke will artange international ‘insurance if 
you need it.. 


It would be. true to say “that until a CB ; 
broker has studied.your insurance needs, you 
. cannot be certain that you are fully protected: 
against all risks — however: inconceivable they: 


may appear. > -~ 2 


Send to us for a list of CIB’ brokers j in your 
«area: They will all have met the high professional no 
and financial standards of the.CIB, and they — 
-will.all be able to ensure that you'are spending ' 
no more and nó less than you. ‘should be on 


insurance. ; Je de 
— drop. a line t to. the address below. de 





The Corporation of Insurance Brokers; 


15 St. Helen's Place; London T 3A 6DS. P: 
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-| Many large. and meoiúm industrial firms have installéd 
;Systems: of management accounting based on budget- ` 


Pl MATERIALS, LABOUR =. 
A ary control. and stanaardi costing, and more are. con-. 
e-gáined. from.: 


OVERHEADS ` | a E 
| i e E -:tompleting the. benefits”. that may- b 
using this accounting’ . 


oe = ‘of expenditure by ù ji 


e dar 


r 


oK SALES AND CAPITAL: 
© BUDGETS = x i A : rs ] 

| a To While stafdard costing Ads: most profitably employed * . 
dn ¿mass production: “industries,” > “budgetary. ‘onto 
all fi firms, Jargé ipid small, and. 


“should be. invaluable tora 


1 


= -£3-96 “incl. ‘post, packing: and. 2 
MAT (2p) in UK, - : A ee 
e £4! 7 4 overseás-' 


e 


v, 


rs) Limited. 


- 


1 Stran London WC2R1 


^1 


* Publishers. ‘of The Accountant. 





July 5th, 1973; ee RAT 
s E a SE x 32 nA É a 


industries: Merge ‘control, ‘involves sopera political. 
decisions. M eee E mg die en fat 

- Article 86.can be uei for. action agairist. ‘mergers brought ` 
about .by abuse -of dominant position, . Le. by forcing a ` 


take-over through the unfair usé. of market power. How-- , 


ever, this was not relevant: to. the -present case asthe : 


Commission did not go as far as accüsing Continental Can” 
of practices. such as-were alleged in the case“of the-Coóm-- 
mercial Solvents- Corporation, said to have attempted to - 
starve of materials an Italian. customer who XC á take- x 


1 


over bid: . 


The Commission wanted: the prohibition. of the abuse of : 
dominant position. in article 86. to be read together. with + 


article 3 ( f), calling: in general terms for a. ,System to avert. 


distortions of..competition. In .the- Commission's :view; | 
these two articles, 3 (f) and.86; add'up to making an en - 


largement of markét. power : abusive because, by a reduction: 
of choice resulting from a” merger, consumers’ interests - 


ent be. endangered. a Fe” a T DUM "TX 


“m 
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Changing the law f 


Should ‘this have beén the law inti now, tién die Court 
has changed it. It ruled that a: company can’be guilty. of. - 
abuse: of ‘dominant position without using its dominant 
position ` specisically for- the ‘purpose of the: abuse: The“ 
Çourt distinguished between normal: enterprisés that could : 
be állowed acquisitions and: other: acts, and: 'entérprises in. 
dominant positions which could be. allowed? such a on, 
or other behaviour which would eliminate competition. « 

. The prohibition of abuse under-árticle 86 does not pro- `- 
vide for any possibility of exemption or clearance. If any : 
increase in market dominance was to bé prohibited,’ an - 
important part of, EEC, industrial. policy aiming. at the 
development “of ` large-scale. European fnterprises. could”, 
easily be wrecked. 


"The Advocate-General expressed the view. "that, ás article | 


86'is essentially. xinsuitéd: to” merger control, the problem ` 


should be solved by a new regulation > or if necessary by an - 


amendment of the "T'reaty, and not: :by. stretching the law 
in court. The Court disagteed. with this conclusion. .-2-' 
"This. is a matter-of very great importance: tothe future .. 
development: of the. Community: The Rome "Treaty: pro~; 
vided only: very general framework fof the. competition. 
policy and for harmonization of member states’ legislation :. 
in other. fields. In .the- past, the Commission, and the . 
European: Court- have rendered great seivice- to «the . 
Community by filling in this: frame witli.more detailed 
rules. - However, there is always: a: limit’ as” to what the . 
foundations can support. Whén these limits are: reached; :. 
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de Cora i heéd: to invoke oad 2% 5 to. iftud TUR 
7 its powers - -arule which enables the Community: to extend SE 


its. powers of: action in areas not expressly covéred. by the . 
. original. Treaty. - dem 


allay US suspicions that European anti-trust laws are > being | 
used to stop US acquisitions in Europe": * 2 
"With thé. doubts caused. by. the Continental: Can judg- 
ment and a start due soon on the Commercial Solvents cáse 
in Luxembourg, there are uncertainties ahead over the ` 
operation of US ‘corporations in Europe. ‘This is at a time... - 
when a proposed, foreign i income tax reform. now before the... 
. US Congress could. raise the: effective tax on foreign eárn- 
ings to 70 per cent, X. 
- Meanwhile, the belatedly. piiblished full t text of a ‘Coin! 


mission decision of December, 14th last reveals a. number. o 


of significant new points in the ‘anti-trust afea., “00 ^". 
: First, the Commission stated that the US corporation s 
-Commercial Solvents operates a world-wide monopoly in. 
“the production of certain key.materials, The area on which. - 
‘the. Commission “feels : able: to ‘make such' a far-reaching’. . y 
pronouncement ` thüs goes far beyond what is, generally: 


thought. of-as; its .area “of. jurisdiction.“ The assumptionis — ` E 
that other anti-trust: authorities wa feel obliged to take" iac 


“note of such | a’statement- - | | 

. Second, in addition to “imposing. on, “the: US. corporation .. 
“anid its, Italian. 51, pet? cent-owned subsidiary, a fine of- 
:"$216,000: for-past infringement of article 86, the Commis- 
sion has“also ordered these companies: to deliver specified `- 
"quantities to Giorgio Zoja, the complaining customer,-arid . 
| to máke arrangements for regular supplies, all under the- 
| penalty of a further fiñe of. I ¿080 dollars for. each day’s S 
delay. = 

"Third, thé Com rá the yom Cyangmid’. 
Corporation, jointly accused in the case, stating. that its 
patents did not exclude: the’ possibility of trade mima the - 
Community: This conclusion was reached — 5, oot a 


-r 
1 e y 


(a) with. a view to the ‘actual state. of the manet: and: 


NO! becadse the ACC patent Was: „invalidated in France: dd. 


|. similar patent pur ee ate pending i in courts of other -~ we! 
pie EEC. countries. A uA *$. | SM OE. 
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Failed také-< -over E E «s LM ; 
The: complaint: of Giorgio" Zoja, ‘one: of Pond S three. E 
important manüfactürérs. of an 'anti-tuberculosis- drug fór ^.^ 
which there is“a growing ‘demand, was ‘that after a‘failed `. 
' take-over bid by. Commercial Solvents' Italian subsidiary, ` 


itis a. sounder policy to strengthen- or éxteiid. the. founda- + Instituto Chemioterapico Italiano, the Commercial Solvents’ ` 


tions before loading them with additional “superstructure, - ; 


"The Commission hopes-to obtain.a- néw regulation ‘on . 
the control of mergers fróm the Council of Ministers in two: 
or three years” time. It: has. two sets of draft .proposals _ 
pending: One is concerned with. strengthening the Com- 
mission’s, powers to control mergers, after they:have taken . 
place, under article 86.. The other, following the.adage that: 
prevention is ‘bettér than cure, is directed towards surveil-- | 
lance of: mergers before they take place, through companies - 


group attempted to -use ‘its. dominant position in. ‘order to 

‘drive Zoja out of business. ;, — . «^ - | l 
The complaint; as endorsed by the: Comes aled. 

that Instituto reduced: supplies of amino-butanal from: 


80,196 kilogrammes'in 1969.to 964 killogrammes in 1970, ds 
„ànd bought up. a. quantity of. nitro-propane . which: .-" 


„appeared. on the Italian: market, réselling it on condition 
“that it would not be-made available. to. Zojá. Attempts by .. 
- Zoja- to obtain' a. supply of the. indispensable materials-on - 


notifying, the Commission .of: their plans. This is. not. -third markets failed because, it was alleged, in every case” 


covered' directly by the Rome "Treaty and, as-its amend- 
ment has been tuled out by the COME it Seems. likely that 
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"the ultimate origin of amino-butanal or nitro-propane was 
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Nun Commercial Solvents which prevented its resale to: Loja. s 
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On the one. hand, the ‘Court -has tried to oid wakat a" 
‘ing: the powers. of. the; Commission, while -on the-other to ^ 





e 


| ‘Business’ for VAT Púriosas> TÉ 


y US Tax reform ] 


„While the EEC Commission’s expanding; anti-trust wea- 
' pons may present new obstacles to European acquisitions 
. by US companies, their financial means -and incentives 
for such acquisitions would be seriously curbed if — as is 
_ now widely expected — the US. Congress Beopis: ‘some tax 
reform ‘Bills which are now before it. 
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The: T ido ao of the Commercial a . offset UE taxes due by their parerits i in the US, elective 


„group over: the production and distribution of products ^ 
obtained by the nitration of “paraffins, including nitro- 
‘propane and amino-butanal, is based, according to the 
. Commission, not on patents but the extremely high, costs 


l "of research and development and of installations, as well: 
as on the difficulty of finding new outlets for the three 


; other derivates. obtained in the process of nitration: 


' Itis believed that US Commercial Solvents Corporation 


| has decided to’ appeal to mo Court. 
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Tf taxes paid by foreign eS could no longer ‘be 


^ ` Pak 
so . 


os 
-— 


taxation’ of. their: foreign. earnings would BRE according . 
to, estimates, -tó 7O per cent  ^-. ' 


The two main arguments advanced i in eee of the tax 
reform are; .  . > 


- (x) The present system - subsidises : investment re and ` 
, thereby reduces-employment in the US; and 


(2).the US balance of payments suffers because deferment o 
tax on unremitted foreign income induces US corpora-: 
tions to keep and invest their earnings abroad. 
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Of the four Bills before Congress, US business eR 


consider Representative Vanick's; Bill to be the most . 
dangerous, It would: phase out. the present. tax credit’ ' 


system in three years, replacing it by tax - déduction. of. 


foreign tax paid. | | 
Other Bills have been tabled, covering the same ground, : 
which include próposals to end’ the use of accelerated . 


` depreciation in foreign subsidiaries and of tax-free transfer 


of used machinery and patents to ‘overseas subsidiaries., 
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'ECTION 45 of thé Finance Act i972 extends the dentition: 

of “business” for VAT purposes so as to include ‘(1)-. . . (b) 
. the provision by a.club or by an association to which this 
_ paragraph: applies of the facilities available to its members; 
‘and.(c) the provision by an organization to which this’ para- 
graph applies of the’ advantages of membership’. A recent ` 
- decision of the London VAT Tribunal on an appeal by the 
- Club Cricket Conference suggests that paragraphs 45 (1) (5). 
and (c). are not to be regarded’as mutually exclusive. 


Services provided by the Conference for its members in- 


cluded publication of an annual handbook, maintenance of a 
- fixtures. bureau and panel of: umpires, and- advice.on such 
- matters as. rating relief and interpretation. of the laws of 
cricket. These, it, Was argued, were “advantages . of member- r 
` ship? within section 45 (1) (c) above; and consequently that, 


$ although ‘the income of the Conference. from. membership ` 


subscriptions, collections at ‘matches and other sources exceeded . 
" £5 $,000 per annum, it was not liable to registration for VAT 
“ (haviüg regard also to section 45 (2) of the Act) unless it so 
elected. The Commissioners of Customs and: Excise had taken 
- thé view that the Conference was providing facilities for its 
members in return for subscriptions which exceeded £5,000 
, per annum, and was accordingly to'be treated as supplying: 


ue . Services in excess of that value in the course of a business.. 


£g 


"Finding :that paragraphs (b) and (c) were not mutually 


i lara the Tribunal «ruled that an association providing 
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facilities? for its members. was to be regarded. as carrying on a. 
business; notwithstanding that such facilities might also be 


advantageous to members, The: word ‘facilities’ Was: to be - 


" pd ; 


given its normal everyday d meaning ofa means or opportunity. 
to do something more easily — in this case, the playing of cricket, 


_ by making it easier for member clubs to arrange fixtures ánd to 
obtain the services of competent umpires. These were some-:. 


thing :moré than mere ‘advantages’ to members; if the services . 


offered by the Conference were: not advantageous to member _ 


- clubs, then they would not have Joined it. In the. event, there- 


fore, the appeal was ‘dismissed. 


- Club Cricket o v. Customs and Excise (Tribunal - 


reference LON/73 / 23): 
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Building Own: House Not ‘Business’ 
*ONSTRUCTION of a house for oné’s own’ occupation i is” 


E 


- 


not carrying on'a business for VAT parposdi the London ' 


VAT Tribunal has decided. - : 

W, the. applicant'in this case, intended to build a house.for’ 
his own occupation at a cost of some £10,000, employing several: ~ 
subcontractors and:devoting some months of his. own time to 
the project, ‘Relying on the fact that new building construction . 
is zero-rated for VAT purposes, he applied for voluntary VAT ` 


-registration; bur this wås- refused by the Commissioners óf.' 


Customs and Excise onthe groünd that. W would not be making. * 
any taxable supplies; since the hoúse would not be supplied ‘ in 
the course of a business carried on by him’. |” 

In considering -the case, the’ Tribunal derived odd ode 
assistance from. Rówlatt, ' 'J's, remarks on the alternative mean- 
ings of the word ‘business’ in CIR v. Marine Steam Turbines Ltd - 
(12 TC 174). A private person; it was said; may. go to see his - 
^ banker or solicitor ‘upon: business. ..... In the same way, you may” 
“talk of ‘the business of a trust, the business of.a school, the ^ 


Ld 


. business of a church, thé business ofa charity, referring to’ 


serious matters affecting the resources of those institutions. -.. 
The word “business” , however, is also used in“another ind a 


. very different sense, as meaning. an. active. occupation ; or. pro- 


fession continuoüsly carried on,.and it is in this sense that the 


„word is used in the Act with which we are. here concerned; | 


- While recogrizing that Rowlatt, J, was dealing witha e 


fax arising uncer a different statute; the Tribunal considered“ 


that i in relation to the concept of carrying on a-business for VAT - 
‘purposes, the term’ ‘business’ should be given its more’ res-.. 


“tricted meaning. W's appeal must therefore fail. T 
M... Walker: v. Customs ane is (Tribunal. reference. : 
es a edu 
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General Purchasing Power 


Accounting 


. ED8 is Not the Answer 


à by R. J. CHAMBERS, D.Sc.(Econ.), Professor of Accounting, University of Sydney 


y 


$ 


The proposed statement of standard accounting practice, ‘Accounting for Changes in the 
Purchasing Power of Money" (ED8, The Accountant, January 18th) proceeds from the 
proposition that there are significant deficiencies in the information provided by the . 
traditional mode of accounting based on historical costs or prices. In this article the author 
seeks to demonstrate that the exposure draft is misleading in argument and incomplete 
in effect; that in some respects it is technically incorrect; that the 'supplementary statements' 
| which it suggests are likely to lead to more confusion than exists at present; and that 
po the particular calculations it suggests are far more complex than a full solution of the 


oad 


IN essence, the exposure draft EDS is claimed to retain the 

advantages of the historical cost convention; original costs of 
non-monetary assets are to be updated by converting them to 
£s of current purchasing power,.using an index of the change 
in the general purchasing power of money. But what are the 
advantages of historical cost? The only advantage mentioned 
in the exposure draft is that ‘the recorded historical cost is 
derived from factual monetary transactions, and its. use helps 
to limit the number of matters within the accounts which are 
` subject to the exercise of judgement’. 

Now, in practice, the historical cost ‘convention’ places very 
few, if any, limits on the exercise of judgement. For every asset 
except cash, there are rules supplementary to (and even con- 
tradictory of) the historical cost rule. Receivables are subject 
to judgements about what might ‘be recovered.- Inventories 


are priced or costed in a great variety of ways open to the. 


exercise of judgement; the available valuation methods include 
replacement price and net realizable value, which are obviously 
not historical costs: and which involve. judgements about 
replacement and selling prices. Plant and other such assets ate 
written down by depreciation provisions which are, at several 
points in their calculation, dependent on judgements. And 
there is the overriding possibility that directors may revalue all 
or any assets on any basis they choose, cutting loose entirely 
from the historical cost rule. Anyone can check from published 
accounts — and even from textbooks and official institutional 
pronouncements — that judgements are permitted to be made, 
and are in fact made, in respect of most asset valuations. It is 
quite misleading to claim, as an advantage, restraint on the 
exercise of judgement, when the historical cost rule is so freely 
supplemented, in practice and in doctrine, by rules involving 


judgements. The so-called advantage is a myth and a delusion. 


| Misleading claim 


It is equally misleading to claim that ‘it will be necessary for 
companies to continue to present historical cost accounts 
because many legal and contractual obligations are implicitly 
based on the use of figures prepared in such a manner”. 
there are, in fact, any legal and contractual obligations which 


If. 


problem. 


rest on the supposition that presently published accounts are 
historical cost accounts, the parties who entertain that sup- 
position are mistaken and misled. For if historical costs and 
judgements enter so widely into the calculation of the figures, 
it is no more correct to call the product “historical cost accounts’ 
than it is to call the product ‘judgemental accounts”. 

In any case, if the exposure draft is to be supported on this 
ground, it is necessary to say just what legal and contractual 


4 


obligations’ are based on the historical cost figures; taxation. 


may be one such case, but for reasons entirely unrelated to 
public reporting, and therefore irrelevant in.the context of 


EDS8. All other legal and contractual arrangements, I believe, 


are based on the supposition (however false it may be) that the 
amounts shown for assets do already represent purchasing 
power and debt paynig power, or a fairly close approximation 
thereto. 


Usefulness or advantage? , 


. Further, it is incorrect to assert that the so-called 'advantagé' 


of restriction ori judgement “is impaired where the purchasing 
power of the monetary unit used changes significantly over'a 
period of years”; the usefulness of historical cost accounts may be: 
impaired, but their “advantage” is not. If the advantage were 
impaired, the proper course would be to abandon historical cost 
accounts altogether, rather than to claim that 'impaired' accounts 
should continue to be produced; but ED8 misses that point. 
Further still, if limitation of occasions for the exercise of. 
judgement i is an important object of a set of accounting rules, 
it might be expected that the rules for supplementary statements 
would include similar constraints. But they do not. Paragraphs 
21 and 22 bring judgements right into the determination of 
the figures to be reported — the result is historical cost figures 
adjusted and 'judgementalized'! In short, then, the only so- 
called advantage of historical cost accounts is available neither 
under the conventional form of accounting, nor under the form 
of supplementary accounting of ED8. It provides no support 


. Whatever for accounting statements derived from historical 


costs by general price level variation factors. 


The exposure draft presents what it calls 'the general purchas- . 
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ing power médiod" (psragráph 8); It t speaks of ‘the A 
"current. purchasing power : statement’ (paragraph: 16), and of” 
‘a supplementary statement showing ¡ in terms of fs.of purchasing : 
power at the end-of the. year . .”.. the financial Position at that ~ 
¿date and the 'résults for'the year" (paragraph: 33).- These. Tefer- 

+ énces; and the general drift of ED8;'may. easily, create-the-imi- 
pression - that the. resulting balarice sheets. will- represent the 
"financial positions of companies, fully and play i int tems. 
of. SM OH cd Apis power. . 


A4. 


pex deiet, of historical: costs: is wrong i in "princes and: 
misleading j in: Consequence.’ .. E 
“ED8- is directed towards. phagióg into “account ‘the’ Sedis ^ 
of inflation. Inflation is identified. by a'rise'in the general level of ` 
prices. anda concomitant fall in'the-general purchasing power. of ; 
, money, "Notice that the two: things: are concomitant; theré.cán : 
“be: no iise-in the general level of „prices unless the y prices of some 
- "goods. rise, and there. will-be:no rise in the general. level.of prices . 
Af the rise/in prices of some goods is offset (or. more. than.offset) ' 
^ by-the fall in‘the: prices of some other goods. Prices of all goods” 
"do not rise together; inthe same period: some may-rise: at different . 
_ rates, some-may fall and-some may remain constant.. 
. The: indicators of the extent:of changes, in the: dd of prices. ' 
“até price indices; of which there may be many: "The commonly-: 
accepted indicator: of changes i in the general level of prices isa 
general price index, ^ ` AE 

+ A price. index is obtiinied by pricing: a fixed re regimen’ ‘of. goods . 
at successive-dates. The choice of the: fixed regimen is a techi-; : 
‘nical problem for statisticians; it will-be sufficient here to sketch; 
in. principle, the style. of. calculation used. Suppose the regimén -: 
consists of-certain. „quantities : of three goods — onë unit of A, ` 
-2-units-of B and 3. uriits of C;.and suppose , the init’ prices. of | 
"those ¿goods | at. three Stated dates are as s shown i in thé table: E 
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ih. the money's "Worth (or ‘purchasing Power) of. specific D. 
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‘companies ; 
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prices. (or: finanicio! significance) ot the ‘assets of ‘the: 
.at December. 31st, igxi, RNC n 
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Defects. of. the. Proposal. : 


3j 


. ED8 completely disregards : the fack that’ a price] index: represents") 
' the. average effects.of particular price movemients of items in the" 
| regimen. - It disregards. thé ‘fact. that “a general "price. index; :: 
* though .úseful as an indicator of the:change in the general ~ 


- purchasing power of money, is not am indicator of the Change. 


even: of specific goods. which are included in the regimen. It > 


~. disregards. the fact that’ changes ï in the particular prices.of: the 


. goods held by. X company - affect its financial: position. in ir ad 
: peculiar; to-the: composition: of its. asset holdings. |-:..; 7: Ln 
-Paragraph. 18: says: Holders of ‘non:monetary:: ‘assets. are * - 


T 
~ 


“assumed neither to gain'nor to- osé purchasing.powér.by.; reason 


“only of inflation as changes i inthe price of those assets will tend ~. 
to.: compensate. for: any. changes: in. the‘ “purchasing”. power, of. 
money,’ "This is “Just? -as+crúde: and” misleading” an assumption... 
, (the samé assumption-in a^different' guise) as the assumption’. : : i 
underlying, historical cost accounting; námely, that changes in. * 
the prices of: assets held -may. be disregarded in. reporting ` 
financial position ` and: results. “The prices. of non-monetary’. 
goods —singly; or in | total, ‘or in the. particülar collections which - 
 constitute' the assets ‘of particular- companies — ‘do -not rise or Ze 
fall at the:same time or: at-the-same rate as the, general level of. 
Prices or the corisumet goods price indéx. : 

It may be contendeéd::that the exposure. drati explicitly states 
that. it ‘doés-not introduce other: concepts stich as replacement: " 
_ costs or. currént. values’: (paragraph: 8). “But this is no défence. if’: 
- the exclusion of;such figures prevents, the'derivátion: of current: ` 
; purchasing" power statements;. The current. purchasing” power ,: 
of an amount" of cash held -is represeñted by its: amount; the ` 
“current purchasing power of. -any other asset held is “represented. 
by. the’ amount of cash which would be yielded ‘by. its. sale, its 
net selling. price-or cash équivalent. Unless the supplementary. 
; Statement Shows assets, “at such prices, it i is: gue bel hed Yas to. 


Lai pe a 
=a 


A 


ape 


aem te , EN D - 
= 7 
" 


e Regimen 7 ^ Fi " x uei | e Prices át en Ce ae zo "s sE 
SUC. CT No. of s- A SDécéimber: Bt I9xI. nun ` December. 3rst,. Sagx - Donor 3ist, 1983, 
< tem units :. i Unit .- >. Total .. E -Unit 4. “Total `- E ‘ Unit : Total. 
s TA . a uf Si k ei ". F Fn " » neal t 40 . TE $ na a : "48: ' ‘ ce DB. SX. is " 5 ui 4 52 ' . e 44525 r 
Ba ee ty ND sore "I5. 245; Ea o pd" TAR conn S6 508 048 
C js A A is x dr | rs 32 is pa ae -8 i t Mor v SN. fa E is 32. ae 
ES M ’ ma a e . ae qe -— = are ‘ " AA : ton MM Ne ES SED ET T ag 
5 Tat, LS (C 4 " 2 t 3 es =i. RU Ex EC = g ed ~ so : n : on ij. Mie a i i " s VET ^ 
A “Total: price ofreginien- -5 pear. a Se XP. EE C p ET, Rai d TES Tt 132 . 5» m 
be i : 5 i x Sie Y - A " : 4 ] vy " E G A yt a G X e uU E e 4 ` E PE i= f ay 
“Index on’ hase December sist) 19X1 z | - 5.54 100 e us : jog" d O IIZ Es 


"s 


OA Now suppose there wére three. ‘companies: y Lid, B: Lid mI 
È Ltd; ‘and that.at December. 31st,'19x1 these Companiés spent '. 
ESSA each ` on an-inventory of A, B and C. (considered: to. be | 
“Assets not: «subject to’ wear: and tear) respectively: “The £100; 
_-inyestmént: is for simplicity of exposition;. the: "indivisibility - 
. of the units of A, Band Cis riot.crucial, since we will be con- 

: ‘cerned. only. with the Fepresentation. in monetary terms of the = 

n assets. | LM S 
EDS réquires hat the assets (or ihe cost. “of the assets) at^ 

allithree: companies-at December 31st, 19x3. be shown at £1 12: 8. 

‘But; from the table, it is clear that the cost of the original num-': 

-bér. of units of A. would bé £130 at that date:(i,e- £100x-52/40); - 

‘the: Cost. of ‘the: Original number of units of B-Would' be £106-6;: 

-..dfid the Cost. ofthe original number of units of C would] be £00. 

still. < a 
“Suppose” further; that D. Ted had: divested [1061 in ola p. 

¿(got in the tegimén) of which: the: purchase price at’ December. . 

ZISE 19X3,.Was £500; the assét would still bé shown at £1 12: 8. 

". under the proposals in:ED8." What, then, would the’ Ax112:8 
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all ita’ “Statement Showing in terms of fs of purchasing power 
-the financial positicn’ at the end of the years. °° 

“Further, a generzl price index may properly.be applied: to the 
` “discovered” amount oficash.at an: earlier date to"calculate the . 
loss. in. general purchasing’ power in a: définite .period.. It may 
just as ‘properly be applied to the sum of the “discovered” cash. . 
equivalents of non-monetary ‘assets at a fixed earlier.dáte, But - 
.it-may not properly -bẹ applied to: any. figures which aré not. 
“actual ‘prices: (or casti, equivalents) at thé earlier date If we: 
“varerto take account of ihe effects in à period “of inflation only’, core 
sit would be necessary-to- apply: the adjustment. factor to the - >. 


1 
A 


e 
3 


~ 


" whole. of the net purchasing power (assets at opening prices less | 


. liabilities), at the beginning of the period,.to discover the, loss . . 
"in purchasing power. «during. a period. through: inflation only; * 
This, of course; thé exposure draft does not do. - 
-If,I own à piece of-lánd or a parcel of. hare the price of” 
"wich moves from £ 5,000, to’ £6,000 while’ the general level: 
Jof prices moves ‘up. 10 “per cert; T lose purchasing. power for E 
every one of the original £s (i-e e. £ 500 loss), but Į gain purchasing, 


- 


to 


va 


. for. the; respective assets in- the. accounts ‘of these - -companies. *.power “by. reason, of the: rise in the particular price ofthe asset > 


yepresent? ; at. would ea nothing” whatever about ; the”, 


R 2 r. bo” 
*, ba - + 


- 


` 
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(i e. £i, 00° o:gain); t the net gain in ‘purchasing PUN is £500." l 
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ower at the end. as'at the beginning, - I must have £(5,000 X... 


“he asset in question. being a ñon- -monetary asset, EDS. would: 


| ACCOUNTANT. 


23 


"His can m be herbed: to have: tlie: saine ASP de a eta ‘account Gf stewardship ‘that conventional . 


accounts. Tt. is: notable-that: ED8 :makes ro. reference: to the | 
10/100)= £5,500, ‘but in fact'T have £6,600 =a gain of 5500. : stewardship function.of accounts. But surely this long- standing : 


ay I made neither gain nor loss ‘of, purchasing power. E 


There can be.ho' question about the propriety’ of the. dis-: 
inction between monetary and non-monetary. items which the - 
xposure draft endorses; but it fails:to make use of the important 


lifference between. moñetáry and non-monetary’ assets. "Phe ' 


rurchasing' power--of monetary assets does indeed fall pro: 
ata with rises in thé general level of prices; but the purchasing . 
ower Of. specific npn non assets ee eolica of the 
ame) does not. 550» i 
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T > . o MD ine 4 


rice variation, gain o 


Fo the extent, that. resale. «prices f non-nionetary. ‘assets’ rise,.. 
here is a potential. rise in purchasing power — call this PVG: 
price variation gain): But.to.the extent that ‘each of the money : 
mits in which the. opening resale prices are, expressed. falls 


^ 


x 


n purchasing «power, there is a loss in purchasing power — >.. 


‘all this PLL (general price level Joss). Whether there has been: ' 


| net gain or loss of purchasing power will. depénd on whether a4 


>VG exceeds or falls short of PLL;'the possibility of PYG being. ` 


qual to PLL (which is what. patagraph 18 of EDS entails). i is, Ex 


istronomically: remote. `, 
"But.even if- this assumption were adne, the’ method of 


ED8 would not give the. gain or loss of purchasing power iña 5 


year: Suppose I bought á piece of land or-a parcel of shares for, 
£5,000 when the index was 100. When the index $tood at 110: 


the asset would appear at- £:5,500 in: my: balance sheet, even” ^ 
though. the resale..price (purchasing power) at-that date were ` * 
[6,060. If at the end of the following year the'index stood.at ^^ 
115, the asset Would be.shown at 45,750 according to ED8 . : 


and, dropping the’ assumption of paragraph 18; a gain of £250. 
would be recorded. But if the resale price (purchasing he! ag 
of the asset at- that date: were still £6,000,- clearly I should 
have made no Such gain. On two counts (this and the previous 
paragraph) theexposuredraft fails to represent ‘what has occurred. 


As was suggested above,:a price index'may be applied to. an ~ 


earlier figure to discover a difference. between purchasing powers ;: 
at two different datés: only if that earlier figure is'in fact a price 
at the earlier. date; The method of -ED8. entails a statistical - 
solécism, ‘since: in’ respect of non-monetary - assets the earlier. 


figure is.a calculated figute-and not a pricé at all. ‘That the.ex- - 


posure draft is objectionable on. this ground - may .be’ masked 
by the fact that the opening figure for any year is to-be "calculated - 
from an.actual pricé paid in the more or less distant: past. But 
the greater the distance, the greater is likely to-be the divergence ` 
of original cost. adjusted by a general price level index fróm the: 


justification. has not. suddenly ceased. to. have. merit; surely 
investors and creditors : are-still concerned: with the use, and the.” 
“effectiveness of the use, n nanag of the. funds at their 


ea 
Ld w - 


- >} -- 


disposal? : 
Howevér;*even: on this sound: the. eXposure draft: fails. Ifa a 
company bought assets ‘(any non-monetary assets) for £5,000 


“when the index stood at. 100, and if the resale price or cash 


4 


stewardship i in some other period. ^ = : 


equivalent of those assets was £6,000-when the index stood at 
110; ED8 would show the 'company'$:assets at £5,500; and. it- 


at that date. But this: understates by {500 the product of. . 


‘stewardship’ up to that date, since the purchasing power at.the : 


- command ‘of the management. was really £6,000. And conse- 
quently it.must ‘result: in’ overstatement of the product. of. 


^n 


The exposure. draft has other. drawbacks, in its present f dune 


(1) It says: that the owners’ equity is neither a monetary nor ^ E 
“a, non-monetary item (paragraph ;r9g) The significance | - 7; 


of the figure is thus entirely obscure. Butifit is the residual - 


* in current- purchasing power terms, it should properly bea 
monetary item;' or- Current purchasing power “item at 
- least: Only if it is the same kind of item as liabilities does 
'. it make any sense‘to use it in calculating the debt to equity. 


"Would be presumed thàt:that amount is the amount of current _ 
* purchasing power ofwhich the management-were the stewards - ` 


~ 


‘interest, after allowing for liabilities, in the. assets ‘shown - + 


e 
" 


> relation or gearing:(a matter referred to in paragraph 12) 


4the same kind of calculation as the original cost is used 
"in traditional accourits. But.there is no indication that, 


' the process will lead toan aggregate charge over an asset's - 


-life equal to its adjusted historical cost: 
+ 3). Thé suggested methód of. arriving at ‘adjustment Eos 


(from the-latest -date back to the date of- purchase — see ~ : 
2"and 3) is unnecessarily. cumbersome: ALC 


Appendices 2 
‘chain factor’ is sufficient; if the general price index rose - 


(2) It does not adequately explain what happens:to deprecia- "XN 
tion provisions. Presumably the adjusted cost is used in ;. ^. 


.8 per; cent, .it 1S necessary only to adjust the figures of the . 


' last previous year by i-o8. Of course, neither the method : 


‘given in EDS nor, the chain factor method is. proper ; 


unless the base figures of the last previous yeár are prices 
_ at that date — and this is not the case, as pointed out 
l above. But ‚enough of technical defects. - 


r 


Supplementáry statements - 
The -use of-statements supplementary to ‘the conventional or 


actual price at- the opening date of a period. Reported gains and: «traditional statements might be excusable if in fact they made ' 


losses of purchásing power,- period by period, will therefore: be.: 
distortions of what has actually occurred. x 

“There: is also a technical accounting- solecism.. Accountants, 
have been concerned for some time to secure that all increments : 
to thé-net assets:figute (except: newly-introduced funds) pass 
through the profit and loss or income account. ‘The exposure’. 
draft rettogresses. The supplementary statements are to have’. 
increments in the non-monetary asset accounts "which. dó not 
pass through the profit-arid loss account (paragraph 20 (b)) = = 


‘good: all the defects in the traditional statements; users of. ` 


published: reports would then soon come to realize "Which set - 
` of accounts they should rely on. But then, of course, the Gadi: 


‘tional .sét ‘of statements, would ' become superfluous and be 


‘discarded: And: indeed, so it should, for two. sets of statements ; 


can only | lead. to. confusion : 

`The possibility of misunderstanding i is aliuded: to in para- 
graph. 13, but ED8. does not suggest or analyse the. possible 
sources of. misunderstanding. Consider the form of presentation: 


amounts, moreover, which. may, be very substantial. If, in the -given “for ‘guidance’ in "Appendix 1: "There are two different 


manner; previously: illustrated, account were.taken for- the full. 
loss.in purchasing. power from inflation and the gain, if any,’ 


from changes i in resale prices of non-monetary assets, the changes, - 


-figures for each-year fof sales, for profit before and after tax, 
“for dividends, for retained: profits,. for assets, and for the oe. 
culated ratios. Which: of the two is a reader to ,beliéve?, Are 


in asset values would be fully explicable through’ profit and loss: auditors to report (paragraph 37) that’ both give. a true: and fair ` 


account entries. eo 
‘The earlier booklet,. Accounting or Steicardship- in. a Pesca: 


yt 
5 


View. of results and financial’ position? “ ". . 
In defence of the exposure draft, it - may. be T that ie 


of Inflation [The Accountant, September 14th, 1968] carried in . -two-séts of figures are only -representations of the same things ` 
its title the suggestion : that: «price-level As accounts monas n two kinds of e PON But puis cannot De the case- 
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since, as the eium dle of Appendix 1 shows, the ratios turn out 


to be different. The publication of such different ratios would 


serve to. confuse readers even more. 


If a true and fair view. of results and meon were given at 


any date, the representation must remain true and fair as of that: ’ 


a 


date at any subsequent timé, no miatter what happens-to prices 
or price levels subsequently. Rewriting history i in terms of what 
happened áfter the everit has, in other fields, been denounced 
as: misrepresentation; why the. ‘accountancy profession should 


be expected to.engage in this kind of exercise is unimaginable. ' 


: If the ASSC had proceeded by asking, first, whatis wrong with: . 


traditional accounting, it seems quite unlikely. that they could | 
have considered ED8 as a remedy. There have been many” 
complaints about profit figures and asset values — but none of 
. the complaints by investors and análysts have hinted-at general 
price level adjustment as a cure. The complaints have been | 


about the grossly misleading figures shown for assets and the 
potentially (and in some cases, actually) great: discrepancy in 
profit figures calculated according to different sets of traditional 
rules. There is nothing whatever in the proposal for supple- 


” mentary statements which will overcome these causes of com- 
‘plaint; for the principal financial statements. will continue. to 


m produced as they are now. 
"The principal complaint about asset value in traditional 


accounts is that they are long out of date and irrelevant. They 
seriously misrepresent. asset-backing .and ‘borrowing power. : 
. The: two -kinds of figures which- complainants allude to as. | 


preferable, are current market values and replacement prices. 


But as one cannot pay à debt out of a replacement price, a 


` replacement. price, (the cost ‘of buying something which the 
: company does not have) cannot be considered as current pur- 


chasing power of the assets a firm does have. The. only price 


. which does represent current purchasing power is:the current 
:.»market (resale) price of the asset or assets held. And there is ` 
: clear evidence that this is the kind of figure which is deemed. to 


De useful to users-of financial statements. —. 
Since 1948- the. market price of listed securities has been 


- required to be reported, by footnote or otherwise, in the annual 


reports of companies. Since 1967.directors have: been required , 


: to comment on the difference between the book values (as 
i reported i inthe accounts) and the market values of assets which 


, are interests in land. Note that whereas many different methods of . 


arriving at.book values are available, these provisions of the UK 
companies. legislation provide one piecé -of information (in 


fespect of the assets mentioned) which is.strictly comparable 
for all companies — the- price or current: purchasing power. 


represented by command over these assets. Information on 


market values is thus already a form of supplementary in- - 


. formation; anyone wishing to suggest a form of supplementary 
i accounting might therefore well have taken these provisions of 
. the legislation as clues to a comprehensive representation- of 


m 


“financial, position in terms of current. | iMd. DONE Ro 


"n 


~ 


Revaluation 


There is other,” evidence pointing in the same: diesen. 
‘Numerous companies have revalued assets. The revaluations 


-have been partial and sporadic; they have been based variously 


ón estimates, by experts in property and other asset values, of 
‘market prices or replacement prices; but: clearly their object 


“has been to’approximate an up-to-date price. In no case (prior 


-to the appearance of ED8) of many hundreds that have come to 


. my notice, has a revaluation’ been-based on application ofa 


. general price level index to original costs. Again, in the tradi- 


tional formula for inventory valuation there is reference to net 
¿realizable values; and it has long been allowed that inventories 

which are:sold on open markets, where prices are readily dis-. 
coverable, may be valued-at market selling prices. —. M 
Note four points about the 1 matters s alluded to in the last two. 


- 


+ 


ACCOUNTANT . 


.. return, because they are all up-to- -date : figures. . 


t 
1 


` 
tea . B + 


sore First, the Compania Acts do not in anyway forbid.” 
the use of market _prices for any agset. Second, auditors do nòt ` 
object to the use of market prices .(ór.more up-to-date prices 


E than historical costs); hundreds ‘of, unqualified reports’ could be: 


„produced to suppo-t this, whereas I have never seen one report”: 


Ee dur £ ! 2 
ae 5th, Ds ias 


which was qualified on the ground that a market price had been E 


used-for any asset. Third, the widespread use of figures which — 


are not historical costs refutes the suggestion of paragraph 14 ' 
of the exposure draft. that ‘many legal and contractual obliga- ` d 


tions are implicitly based” on historical. cost accounts. Four, 
the fact.that market’ prices are reported or commented on in^ 
annual reports rebuts any suggestion — at least in respect- -of most - 
classes of assets — that such figures are: not accessible..- 


Lu 
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Paci 


Fictitious costs ger 


There can be nc disonable doubt dist: htnc costs 
adjusted by use of a general price level index are fictions, that, 


wealth; and that they. may be quite: misleading + by under- or 
over-statement — in a direction: and. to a degree undisclosed : 


either by the tradit onal statements Or supplementary statements” ` 


' jn which they appear. —. E Í 
. However, a financial statement which does. in fact represent 


assets iri terms of their Current resale prices o£ purchasing power 
will show the amount of shareholders’ equity in terms of current 


purchasing power. It is quite proper to convert such a figure . 


to its equivalent ir. ‘purchasing power as at a later date, by use 


‘-of a general price index, and to deduct this adjusted: amount 


from the shareholders’ equity: ‘figure. at the later date to find. 


. net profit in current purchasing power terms. I have illustrated 


.they are not indicative of financial position or command over ` 


the method. in an article :*Continuously. Contemporary 4 Ac-' 


counting" in. The Accountant for April 30th, 1970. ~ 
It is sufficient here to point -ouf that my- method has“none . 


of.the defects of the traditional- xD LL statement . 


proposals: . 


(a) It uses a consumer goods indies! cl for de purpose of . 
: finding the gain | or loss in purchasing power. of the dis- 


covered sum of tlie cash and the money équivalent (resale © ' 


prices) of non-monetary assets from time: to time. 
- (b) It makes use of the discovered changes i in prices of goods 


held from time to time as part explanation of. changes Hiis 


the amount of shareholders' equity. 
- (c) It. represents shareholders’ equity. and net. profit i in current. . 
. purchasing power terms; ED8 does not. ^. `- . 

(d) Its financial statements bear. on their face the nótations and ` 
figures which explain the. inflationary effects and specific 
price change effects . of. each year S - 
experiences.  / 

Le) It makes no use of supplementary statements and, thus 
avoids the possibility of. f -confusion and misunderstanding 
which they entail.: 

(f) It yields figures ahh are E and: ertet to cu" 
culations, of current ratios, gearing ratios and rates of” 


sw 


The present exposure.draft is very similar in form to a 
suggestion put forward by thé American Institute of Certified 
Public Accountants. 1 have been a close observer since 1962 


. of the development of the US suggestion, and have been 
"critical-of it, in correspondence arid iri.the professional journals. 


(e.g., "The Price Level Problem and Some Intelléctual Grooves’; 

Sournal of Accourting Research, Autumn 1965; ‘A Study of a. 
Price «Level Study’, Abacus, December 1966; ‘A Study of a. 
Study: of a Price Level Study’, Abacus, August 1967). None of - 


transactions ' and . 


at 
on 


a 


the objections raised on practical and technical grounds has ' 


been iS tg ke a | $ 
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S a combined operation in. share- 
holder reporting.and public relations, 

the report and accounts of the Selincourt 
group are well done — which does not 


necessarily -mean that the presentation * 


of the accounts themselves is of the id 
possible order. 


In fact, for a company domeericd 
considerably with fashion, which to this 
column’s admittedly untutored mind 
means line and style, it is remarkable that 
the ‘Selincourt report and accounts 
should be so fussy. and cluttered in theip, 
layout and presentation. i 


This is partly because the glossy pages. 
which carry the fashion pictures also 
carry some of the figures. The accounts 
themselves, beginning with group ac- 
counting policies and going on to profit 
and loss account, auditors’ report, balance 
sheets and notes, are on light blue paper’ 
from pages 9 to 16 of the accounts. 


The report opens with a contents index 
on white gloss paper and goes on to the 
chairman's statement and, still on gloss, 
to group activities and the analysis of 
turnoyer and profits and the summarized 
results, Between that and the directors’ 
report there is a page of pictures of 
‘Suedé and Leathercraft”. Then come 
the accounts on the blue paper. 


Unusual order ` 


Source and application of funds, which 
one would have thought is an integral 
part:of the financial sector of the report; 
appears on the first page of the back 
glossy sector. There follow two: fashion 
picture pages of ‘Harella’ suits and dresses 
and then comes the four-year historical 
summary. 


After that appears the detail of group 


companies and their brand names, then 


on page 23, incongruously, the notice of 
meeting. À gloss page for 'Directors 
and Officers' faces the inside back cover 
illustration of ‘Frank Usher’ pune 
cotton voile evening dresses. . 


To say the least, the order of pre- 


sentation is odd. The information is ` 


there, but there does not appear to be any. 
order in its presentation — or else there is 
an attempt at a-different order from nor- _ 
mal just to be different. 


Nevertheless, there is “much seti 
information tucked away in various. 


corners. In the chairman" S statement, M 


` 
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example, there is an analysis of the 


improvement of £396,000 thus: 


There are four major aspects to this 
substantial improvement: 


(1) Expansion from within .. — 349,000 
. (2) DILE and new 
ventures... xs .. (177,000) 
(3) Tricosa 224,000 
- (4) Fire surplus. denied ] 
(£315,000) $5 Ls = 
- £396,000 





Tricosa is a French company new to the 
Selincourt group for two-thirds of the 
year under review. à 


By divisions - 


There are figures galore i in the page Beaded 
“Group Activities”. Figures for division of 


turnover and division of trading profit are 
given in two segmented circles showing: 





. .A Matter of Style for Selincourt 


for. £43m. and ‘other’ for 
‘Reorganization and new ventures’ in 


the breakdown of the improvement in 


profits concerns internal reorganization 
of five UK subsidiaries, including some 
small acquisitions. 


Deferred surplus y 


Reference to this item appears in group 
accounting ‘policies under the heading 
‘Deferred surplus’. In his statement, the 


chaitman, Mr. R. A. Palfreyman, B.SC. ` 
(ECON.), F.C.A., reports that the Dewsbury 


fire was on October Ist, 1972, and the 
“involuntary disposal of a -substantial 
asset gives rise to a large surplus', the 
insurance proceeds exceeding the-written- 
down value of tlie destroyed plant. 

Mr Palfreyman comments: 





— 


Garment manufacturing and merchanting 


Textiles and other activities 
Lace and net manufacturing ' 


But in the text it is shown that the 


section of companies operating under 


their own brand names (including Tricosa 


for the first time) had turnover of £10-3 
million (41 per cent of the group total), 


‘of which Tricosa contributed £3 million. 


Manufacturing under ‘customer-label’ 
centralized on the Taylor Merrymade 
subsidiary, had turnover of {4-7 million 
(19 per cent of the group total). The text 
divides, textile and other activities in 


turnover terms, with textiles accounting 





musa 


a BE! is " 
. Mr Ronald A. Palfreyman, B.Sc.(Econ.), F.C:A. 


. Chairman of Selincourt. ~ 


1 


'Turnover Profit 


: £ 
931,000 .(58 /,) 


477,000 (29%) 
209,000 (13%) 


£ >- 
14,988,000 (60%) 
6,476,000 (26%) 
3,612,000 (14%) 


this would cause us to take a credit of 


£315,000 (pre-tax).in profit and loss for. 


this surplus. ‘The directors have, however, 
decided that such treatment would be 
misleading and imprudent since the 


whole purpose of the insurance 1s: to’ 
enable the operation to carry on after à 


disaster — not to, produce a one-time cash 
inflow for general purposes.’ The surplus 
is, therefore, being carried” forward’ for 


use in future years and ‘it will ameliorate : 


the higher depreciation charges on the 


.new plant which must, of course, be; 


replaced at today’s inflated prices’. 
- This comment is in the style of the 
explanation and elaboration of the figures 


‘of much of Mr Palfreyman's statement. 


This year's report, he says, ‘is even fuller 
than last’, but ‘we.find that almost any 


amount of tabulated figure-work falls. 
short of telling the full story in a group - 
like Selincourt”. Perhaps if the report. 
concentrated the analysis and the statistics _ 


in one place instead of scattering them. 


avout. the die story might be better told. 


Commercial Property T 3 
Valuations ` er T 
 f^OMMERCIAL property valuations -` 


¿under conditions of possible Govern- 


129m. 


“The draft | 
standard of accounting practice which 
currently relates to a situation such as 


WI 


“pent restrictions are difficult. Mr Michael”. 
Verey, ' -chairman of . Brixton. Estates, - 
comments on. the valuation: as at Decem- . 
:ber 31st, 1972; by. Jones, Lang, Wootton.: 


p of the company’s ‘properties completed : 
- and let at.tha£-date,-to show. a’ surplüs of. 
: almost £16- o. million... - +; 


Stage II White Paper - ca on 


Steps relating to longer ‘term policy: for ` 
"business - ‘rents’ has: créated some. un-..*. 


““certainty”as:to. the basis of the valuation 


of: commercial property, but Jones,” 
Lang, Wootton, Mr Verey: „reports, coñ- ` 


„sider thát the “original end- 1078 valuation. 


; “figures ‘still: hold good, ` p 


"But should: the’ Governmént' S pro- 


. posals;* when ‘known, result. in a-majór . 
- alteration in: the- valuation ‘basis, : 
. board, in. conjunction with. Jones; Lang; -. : 
Wootton. will review thé position at the- 


‘the 


‘end’ of this year. “If necessary; théy will 

make transfers from. capital .reserve to 
adjust . asset values to the ‘changed 
‘circumstances, although ' inthe: board's' 
Opinion, the company’s portfolio com- 
-bining as it does both office and .in- 
„dustrial. premises, gives a. yery. real: 
degree of-protection against the type of 
changes ‘which can 1 reasonably. ‘be en- * 
aga. LAE AA 


` 
van 
~ 


Buying v. Hiring - pr 


£53,653, and plant. hire. costs of. 


Izd 536 against £37,629, are two interest- - 


ing items in: ERE. accounts ‘of William 


a The- consolidated Profit and Loss Account and: Balance Sheet include’ the accounts. 
of the company and its subsidiaries. All accounts are made up to 31 January 1973, 
A except those of Tricosa S. A, and its BST whose year. ended on 31 December 


p Ie Group transactions— Consolidated turnover and profit are stated after" CR 
x - eliminating all inter-groüp transactions, and thus reflect enr the Group' s dealings 


Y 


3 





mu. Proa 


Consolidation- -principles 


1972. 


, Thé: “accounts of somé overseas batallas do not conform with group. xaccouiiing ” d MES TENEO : Uam 
practice becáuse of conflicting legislation and practice.in the countries.concerned... 
i Consolidation adjustments are made sô as to Hone that the group accounts are: 


. préserited on a uniform basis. 


? "Acquisitions--The. turnover and, profits of all subsidiaries Adaur. during the, : 
'. year arè included-for-the period since acquisition, on an apportioned time basis. 
"The only significant effect of this principle relates to the Tricosa Group, where. e 
date of acquisition is:taken as 9 May 1972; when interest on 1 the monies borrowed, 


to finance.the purchase began to accrue, y 


Goodwill—Goodwill; being the excess of the cost of acquiring Subsidiary." 
s companies over the book value of net assets acquired, is shown at cost oe 


amounts written off to reserves in previous Years... 


- with third: Miss a po» 


Fixed assets _ 


:* Proparty i is included at valuation. as 'at 31 January 1972 with "subsequent additions 
-at cost, subject to straight- tine depreciation' over the i remaining : term. of all leases. * 


All other fixed assets are included at.cost (net of investment. grants receivable) ` K Ds 
~ subject to. depreciation on a standard Group formula which provides accelerated’ 3 
- depreciation in earlier years. This formula i is applied to ine writter- down values at 


‘the end of the year. VE 


Al fixed: assets acquired on: 2 acquisition of subsidiaries. -are woi ito the n 
'* Group accounts at their original cost or valuation and depreciation thereon is 


Included i in the aggregate depreciation figure: 


EPRECIATION. of ^ 100,541 nt 


GROUP ACCOUNTING: POLICIES . - 
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. Bindall, the building aad eic engineering - X "su Mi MARIS E D: R ES U LTS - 
(OF THE SELINCOURT GROUP 


. contractors. It is _explained that part of 
‘the- depreciation - increase is due to the: > 
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"acquisition of a new subsidiary, but - VE + 











, William  Sindall prefer . i balance 2€ Ordinary share 


` between ownership and hire but it would. 
“be: interesting possibly for. oe 
to know what: type of equipment is. 
bought and what hired. Buying- pu "A 
“ment wherever: possible' poses more-. 
questions than it answers .about the, 
company's pian; pye. AME x 


Gross dividands par o 
Ordinary share: 
(equivalent) 


Group ot assets . 
at 3f. January. * 
i Fixed. assets l 
: . uu E i -Current asa Hi 
Hanson Trust: . * d ewe ep sospes 
SOMMENDED db to all those 
swho may. be concerned: with, 
aake about, the better preseütaton - 
of. half-year fésults. Is-the intérim report. 
for the six. months .to. March "31st, of . 
Hanson Trust.. ¿There is considerable 


3 Current liabilitiés 


- over liabilities 


‘Net assets 


menuts pinng: overheads. Be ou Rm 


- . SUM T $ 1 


e Tog 
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X. e 


1973. ; 2 


~ 1 
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s + 


"Foreign excharige 
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` Deferred surplus , ir eu tg 


^ ~ 


major claim on insurance now in process. 


Mer Jo s, fire until 31 Jangar 1973 has been included i in profi 
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-.Excess of Sunani assets 


Stock e : x i i > ° = ` l e l * r ] LI 7 
Stock has been ‘consistently valued. at tlie lower of cost and- net realisablé vahie: 
_ Cost represents materials, direct labour and, nee. xache a proportion c of 
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7 $979 2,877 
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4, 464 2 099. 
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it and loss.. 








- Ó85p 'O-91p '0:04p --+4%. 


-. 7 


. main factor was, as the chairman reports, uU TM Mw E a aroase’ 
-“further- -purchases of items: of. plant and : + fof thé year ended (decrease)- 
--máchinery iri conformity with our policy: -31 January NE, . 
_of buying equipment. wherever possible . s E i Ene £000". 
“father than hiring: it Al Group sales ^ | 25,076 720,004 5, 072° ni 
: He draws attention to, the. plant: hire* - OMS ET. CRT 
: figure and’ puts it. against, a turnover | "Profit before taxation 1.517. ¿ett - .396 +32% 
-figure of £672 million- against. £6-29 * 2227777 =— Da 
million .arid. also against:. the fact that” "Taxation . al bé uud he +50% 
' hiring costs havé. risen. The-inference is ` ro adab : 22 
riDutabie to 
“that there. was a reduction in plant. hired. -` Ordinary shareholders. 919. : EM “3687 uc 
"The policy of ‘buying plant. rather than> TT ; un 
hiring At”. is:-dgainst what -is - pies * Profit fof the: yes '- 207 0 09 eto 7 teo 
accepted as the current trénd in the... tetained” 1099 7:376 :223 -+59% 
«construction industry, Plant hire or lease —— ] dum Dun 
-Nat profit p t per 5p. ghee ® ` B SEE, 
„is becoming-increasingly accepted policy. . $ 223p 182p :0:41p.4-22*6 


4,102 +38% ` 


4 x 


1:365 


"The estimated proceeds in respect of material loss give rise 10 a. 'surplus over the 
book values of the assets. Since thé company will'continue as a ‘going concern’, 

` this surplus. (net of tax) i is being cárried forward to relieve the inflated depreciàtion- 
', charges: which will arise on the assets when replaced at. present- -day prices. 


The estimated claim in respect of consequential loss of profits from. the date of me 
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ae Provision is made for the tax bendfit presante 'by:the current excess of book 
values over tax written-dowri values, including the tax which would have: ‘been 
y payable had the dadas properties beer sold. for their book value on 31 January 


No provisión is made for any additional taxation Wien may be sayablal in the event: 
~x 9t profite retained by: overseas subsidies bsiñg pun out as dividend. 


e 


The accounts of overseas subsidiarios have been ondaa into sterling at the' 
tates of exchange ruling ori 31 “January 1973.-Exchange differences arising in the 
*. . course of trade are not at significant in total and have been taken into profit a and 


E 
X 
5 - 


< Afire at the 'Dewsbury premises: of subsidiary company E H. Walker & Sons, Ltd. 
e resulted i in much-of their buildings. and plant being SEE and subject toa ' 


41869 7,712 4157 4-549. 


3405. 4,613 2,292 , +60% ; 


444% 
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tyle land fair about this ‘company and iphone. “numbers, da fact; of, course," : substantial pando store otganiza- 
iso" its . reporting. ` Possibly - the annual: : the chairman’ s. statement and the „profit : tion, through: a wide range of'e engineering. - 


'eport is a shade flamboyant for. the ` “and loss accountànd balance:sheet are the” “interests, to.'car sales and ` service, < `’ 
'onservatively minded, but. the interim ^ ‘news’ put into-a standard background of, jewellery retailing, catering, and last in- < 
eport” ‘cannot . be criticized in those “information — but it is poda well: :the UK but certainly not least the William. emn 
erms "E oL MEX S . Hill book-making organization. S acm l 
Tn 'an eight” “page, half:quatto size < p BRE id e NT hohe MU ". In North. America, linen hire. and. : 
port with. a green cover, Mr James. , S AP le UU industrial laundriés,. knitwear manus ^ 
Janson Feports < on two pages: On: Sears' Earnings: CU 23.4055 facture and engineering sales and service. 
inother-two there are a six months’ profit. = ARNINGS* per: share is a necessary “are Sears’. spheres. of interest. The Sears.” ..-*.” 
ind loss account- with turnover and profit ' “LL reporting statistic and the more,com-,' 1972-73 report and accounts gets all the . - 


ie 


token. down’ into component divisional | pleated and bigger the.company becomes, .. information: into 27. pages. and presen it 3 


esults ¡and with ^1972^ ‘comparisons ` .the, more necessary becomes the statistic. well. T. 
rovided, and a group balance: sheet as at Sears: Holdings. accounts “provide. an > But the jg. shareholder ‘statistic ae ix 
March. 31st, 1973, with - comparison. example. - - matters is plainly put in the profit , and + >) 


ziven against September 3oth,.1972. .  .. -Here are hüge B dd Sales. of over , loss’ accounts’. ‘Earnings per share 11:5p =` 
` The -other- pages are given: over to (486 million and net attributable profits . (7-9p)’... Note 16 states the basis of. 
'ompany- board and group. company cof "£2566 million after- pre-tax profits . calculations and makes the” point that . 
letail. — the latter providing information "of 421 I million more than that: Sears” earnings per: share, ' assuming, full. con- ` Tar 
n companies and products by divisions, 'activities range, from being the biggest version of the loan stock, ‘would notbe = 





vith division head office addresses. and. fóotwear group. 4n. the „country and a. materially different’. no E a ` 
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|. Second Edition 1973* ^... er E de cu] 
— By R. P. Ray, B.Sc.(Econ.), ETL: Solicitor. M i | 
. Assisted by:M. Ray, Solicitor. PR AN T NE 
d * For’ thé Second Edition, this popular book, has ‘been ex-^'. | 
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These include changes in the rate of. charge, new exemp-" .. 
BT E tions such as ‘that for the surviving spouse; the-extended 
^q right to-pay, estate duty by instalments,-and the removal of. . 
d the: capital gains charge on. death. _Important-new cases * 
fw xo have been .dealt. with covering à 'wide variety of subjects.: 
Cb dine addition, the existing: | material has, in. places, been 
“E. revised:and/or given more extensive treatment; Although =, = 
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NAKES twisting out of tunnels 

and prospective economic clamp- 
tightening in Phase III, to say nothing 
of the continuing contretemps be- 
tween City and Government, do not 
combine for the well-being of financial 
markets. 

-Revaluation of the German mark, 
even though the foreign exchange 
market had seen it coming, was yetone 
more indication that set limits are 
untenable in foreign exchanges, let 
alone set and determined rates all 
the time there is a huge amount of 


international liquid funds that can be . 


used to overpower man-made dams. 

. Watergate and still more Watergate, 
plus parlous trade figures, weakened the 
dollar, and international speculative 
selling of dollars provided the flood 
of money moving into marks. For all 
the attempts at Continental agree- 
ment, the mark had to be revalued and 
there was some kind of significance 


in that it needed to be revalued bang. 


on the anniversary of last year's floating 
of sterling. 

Continuing uncertainty in foreign 
exchanges is a reflection of continuing 
uncertainty in the international econo- 
mic and monetary scenes. The fight 
against inflation is being lost, and in the 
losing there is going to' be a lot more 
restriction than there is expansion. 


Bank of England Minimum Lending Rate 


THE. + 


: ACCOUNTANT 


RUSE 


WHEN Mr Rupert Nicholson, F.C.A., 
first suggested the possibility of there 
being something to save for ordinary 
shareholders out of the Rolls-Royce 
crash, the applause for his suggestion 


was hardly deafening. His suggestion. 


was even taken so unkindly as to be 


translated as simply a ruse to disallow' 


Rolls- Royce shares from being claimed 
as a total loss for gains tax offsetting 
purposes. There could now, apparently, 
even be the embarrassment of some 
speculators: who bought at the last 
register rites, ultimately showing a 
profit. By common consent Mr 
Nicholson has done extraordinarily 
well — so well,in fact, that he can afford 


to belittle the bargain struck with the 


Government over the Rolls-Royce 
aerospace business and to put the 
success of the eventual outcome 
down to the price achieved for Rolls- 
Royce Motors. Whether that makes ór 


RATES AND PRICES 
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"investment banker 


.as financial adviser; 


‘second 
form, and a second league investment 
banker can get away with the advising, 


mars the honours that some predict | 
as due to Mr dd remains to 
be seen. 


BLATANT 


WHAT you can get away with de- 
pends on who you are. If you are an 
for the” simple 
reason that you are not recognized 
as a 'merchant banker', you can in all 
probability get away with taking a 
stake in a company to which you act 
then jobbing in 
that stake, warehousing, and eventu- : 
ally fixing up for the company a 
take-over bid which you naturally 
advise should be' accepted. This is 
league 'investment banker 


jobbing, warehousing and bidding. 
But a leading merchant bank, an 
acceptance house near the top of the | 
merchant banking tree, should not do 
these things, and if they are attempted 
they should be done quietly on a srnall 
scale — not blatantly, in a company 
with a chairman wearing another ' 
hat, so as to prompt even an 'invest- 
ment banker' into admitting that ware- 


housing is -a bad. thing. Swinging 


images are best left to those who swing 
for the time being. 


Finance House Base Rate - July 1st, 1973. 9195 


Dec. 29, 1972 9 99 Aprili9,1973 +. .. 8176 Retail Price Index (16.1.62 — 100) 178-0, 16. 3.73 (from 1767) 
Jan. 19, 1973 84%  May11,1973  ..  .. 8 96 5 
Mar. 23, 1973 84% May 18, 1973... 7% Tax Reserve Certificates (3.1.72) Personal 34 74 
April 13, 1973 8 95 June 22, 1973 7196 (Company certificates no longer on offer). ` 
l Treasury Bills Foreign Exchanges 
ja | New York 25792 Frankfurt '6:1800 
April 26 e 479069595 june 1 .. £71604% Montreal 2 Milan 1406':0 
¿ ¿ n 25705 490'5 
May 4 - £75077% June 8 - £7°1539% Amsterdam 67015 Oslo 13:5850 
May 11 - £7:3604% June 15 -- £7°0268% Brussels "8500 Paris 10:5800 
0 re) S 92 5 5 
May 18 e 72483 % June 22 -- £0:99045% — Copenhagen 14*5800 Zürich 7'3900 
May 25 - £71959%  Junez29 .. £69586% 
: Money Rates 
" dui Months! Rates l Duis diss 3 -7% Bank Bills 
Local authority deposits 8 — 84 7 days 643% 2 months 774% 
Local authority bonds 74 — 7) Fine. Trade Bills 3 months 71—7196 
Sterling deposit certificates 81 — 9 1 month 9-8 95 4 months e. 7177896 
Euro-sterling deposits 10%$%-10% 2 months .. 10 -8% 6 months .. EB 96 
. Euro-dollar deposits . 9$ — 9$ .3 months .. 10 -8% , 
Gilt-edged " 


As well as the usual prices quoted at the close of business on press day we also give below the quarter-end prices. 


-onsols 4%, 

-onsols 24% 
-onversion 3196 
-onversion 51% 1974 
"unding 34% 99-04 
funding 51% 78-80 


funding 54% 82-84 E i " : i 


*unding 5296 87-91 
*unding 6% 1993 
*unding 64% 85-87 
Savings 3% 65-75 


/; 


June 29th July ard g 


37% 37b ‘Treasury 9% 1994 
23% 23i Treasury 84% 84-86 
344 344 Treasury 8196 87-90 
984 9853s Treasury 64% 1976 
404 39$ . Treasury 34% 77-80 
803 80+ Treasury 34% 79-8r- 
77 76% Treasury 5% 86-89 
68 + 674 ‘Treasury 54% 08-12 
67 43 68 ‘Treasury 24% .. 
77% ` 77 Victory 4% 

92$ 921 War Loan 33% 


June 29th July 3rd 


go 89% 
goi go% 
85 844 
93$ 93i 
74% 734 
73% 73 

64 633 
563 564 
24 244 
984 983 
34 ds 33% 
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cens Features 


EY indicators for investors are thé retail prices indéx, ` 


the unemployment figures and the balance of payments 
- out-turn. There arè signs that consumer spending is slowing 
down which, if bad for the shops, is good for the economy. 
Unemployment continues to fall, but the trade figures for 
May were bad indeed. : 

. Nevertheless, that authoritative body, the National 
Institute, whilst not without its critics, forecasts that infla- 
tion may be down to an annual rate of around 5 per cent by 
. the end of 1973 and that the current trade balance this year 


may bein deficit by around £750 million, which i is less than. 


it previously forecast. 

- For 1974 it forecasts that there may be no further 
. deterioration then and possibly even some improvement 
in the position. Some inuch better trade figures for June 


than for May would serve to underpin this reassurance. As - 


it is, apart from soaring gold share prices and some special 
situations, particularly take-overs, the stock-market would 
be dull indeed. 


Below is a selection of corporation loans and fixed 


' interest stocks: 


Corporation Loans 
a mE ^" 1972-73: 


-\Price Yield High Low - 
' Bootle 7 per cent 1978-79 91 79 . 98 89 
Bristol 73 per cent 1979—81 93 84.. 102 | 91 
Lanarkshire 94 per cent 1976-78 ` 103 9:1 110 . 100- 
Léeds 74 percent 1978—79 |^. 94 8-1- — 1057 92 
Fixed Interest Stocks (Industrial, Commercial) 
i Price . Yield 1972-73 
E, P (flat) High Low. 
Gallaher 6 per cent loan 1976—81 76 8-1 84 75 
GEC 6 per cent loan 1979-84  . 72 8-5 84 73 
Rank Hovis 6 per cent loan 1985 
88  .. " " 65 9-4 79 64 
Metal Box 104 per cent loan 7 
1992-97 a " " 99 108 117 111 


Ordinary' shares | 


Some big jumps have been seen n recently i in the shares of 
. take-over companies and companies engaged in take-over 
talks. Examples are Edger Investments, Sterling Land, 
Montagu 'Trust, and Army and Navy Storés. By and large, 
the shares of a property company stand at a discount 
compared with underlying assets, but when a take-over is 


afoot, the underlying assets figure prominently in the take- . 


over price. 

At the present time much of the action (and profit) c on 
The Stock Exchange is derived from take-overs and take- 
over rumours. But it has always to be remembered that 
many a take-over candidate fails to reach the post, and 
that without a take-over the present price may be too high. 


Gold shares offer the only other real excitement, and: 
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although. the whole gold bare ata RT the mining | 


finance houses) has had a huge rise in recent months, the 


President for 1973—74 of the Chamber of Mines of South 


Africa has recently forecast that the price of gold will 
continue to rise steadily. | 
The following is our selection of ordinary re: 


E P/E 1973 . 
. Price Yield Ratio High Low 
, Harmony Gold 50c :- E 
shares . 410 743. — 40 160 
Law Land 20p shares 138 1:9 — 138 95 
UC Investments R1 . i i 
shares s 307 36 ' — 307 216 
House of Fraser 25p `> X MET 
shares " 129 3:6 — 158 119 


Harmony Gold | 

The rising gold price has desde increased Harmony's life 
from under ten years to close on 20 years. The company 
has, moreover, recently acquired the neighbouring Virginia 
and Merriespruit mines so that the combined mine will 
have a monthly milling capacity of 455 tons, which is 
surpassed only by the huge Vaal Reefs operation, and may 
be enlarged further. ' 

The average recovery grade is likely to be bout T8 
grams a ton, which is low by South African standards; but 
the high milling rate should provide economies of scale 
while the low grade will make profits specially susceptible 
to further increases in the gold price. These shares, have 
risen about 100p since May 4th, this year, but since the 
company should be able “gradually to increase its dividends 
for some.years' there could well be more to go for. 


Law Land | 
This is mainly a commercial property investment company 


deriving 36 per cent of its income from offices, 30 per cent . 


from shops and 28 per. cent from industrial property. It is 
now expanding its development programme, and develop- 
ments at Edgbaston (Birmingham) and at Newcastle on 


| Tyne are both due for completion next year. Several other 


programmes are in the pipeline and substantial overseas. 
developments have started in Australia and Belgium. The ' 


company has long been the subject of take-over rumours, 
and if a bid does indéed come about, the shares may be 
expected to rise significantly above their present level. 


UC Investments 

In this feature for January 4th we selected, among ote 
the shares of the mining finance house, Union Corporation, 
at 334p. They are now 400p. Also in the same stable are UC 


Investments which owns 11-9 per cent of the shares of 


` Impala Platinum and interests in a number of gold mining 
‘companies. The company’s profits for 1972 were good, 


with net profits 49 per cent up at R4-34 million and the 
dividend hoisted from 12} cents to 174 cents a share. In the 
same year the company’s portfolio-increased in value from 


.R37:9 million to R79:8 million. Impala has a contract to 


supply General Motors Corporation of America with 
300,000 ounces of platinum and 120,000 ounces of pal- 
ladium annually for a period of ten years commencing in 
1974, which will necessitate a further major Expansion in 
mining operations and refining capacity. 

An attraction of this group is that it 1s not wholly de- 
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“pect of higher 1 income and; dividends. 


f House Presa e 


The shares of this’ company” are “selling ` on a, ‘historic _ 
multiple of around 13 and:yield 3-4 per cent. Between 1970 | 
i S thè ye ended: on Nx 1973, p have RP 
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“FOR about a year, Save and Prósper has" 


‘been providing. partnership finance fór ^ 


solicitors through à spécial scheme. Now, 
this finance- facility is being made 


--generally available to` those in: profes- : 


‘sional practice. . >`, TE 


«The facility, known'as the Professiónal 
Partnership Finance Scheme, is intended - 


- to'provide capital for professional. people 


wishing to buy a share in a partnership, 


“to purchase a retiring partner’s share, or 


to increase the working capital of the. 
` business. Advances of up.to £15,000 per , 


‘partner or DOCE partner càn be 


: made. ` 


- The: procedure. is "that, normally. 


loans for 'sums óf.not less: than £5,000 
will be made for. periods, of ten years, . 


‘with ‘repayment secured by an. endow- 
ment policy. In. certain” circumstances, : 
-Joans can be issued for periods of up to 15. 


^ years. 


-Tt is. a stipulation that the ian must be 


- used for professional partnership- pur- 


poses. It may. be made-unsecured, 'pro-. 


vided the: partners in.the firm are pre- 
pared to'give a joint and several guarantee . . 


in respect of it, and,a warranty as to its 


proposed use. ^" 


- Ytfor-any reason it is‘ not possible Or 
practical for a warranty and guarantee to 
be ‘obtained from the firm's partners, 
some alternative .security will be -con- 
sidered in the shape of-a. charge on a 


property or a.Save and -Prosper Group 


bond .or unit holding. Similar security, 


usually, is necessary so.as'to obtain a 


loan over a period of more than ten years. 
The scheme is available to members of 


-. partnerships in: any of the recognized 
"professions. . 
, Solicitors 


Loans to: * accountants, 
and stockbrokers; however, 
can normally be made over the longer 15- 
year period without the 
Secun nécessary in most other cases. ' 
“The endowment policy to repay the. 


[em is taken out for a sum -assured 


‘guaranteed to be sufficient tó repay the 


-. loan at maturity or. on the policy-holder’s ' 


earlier death. Dependent on. the per- 
-formance of the underlying assets of the 
fund, a terminal ;bonus may be paid on 
the policy — in which event the excess 


- over the sum required to, repay the loan 


will be paid to.the policy-holderz, . l 
¿Interest rates will- be related to com- 


A 


re ori sold but: dérives : a , large. and growing i income. 
“from platinum. This year there is the almost certain. Dies 


hd ^" 


additional | 
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mercial rates | in ABC maa and: ia 


will be subject to fluctuátions. Save and 


Prosper, however, has said that. three. 
-months' notice "will be given to policy-- 


holders -of any- upward. ör downward 


adjustments necessary to bring the rate’ 
, into line Wi new money market levels. 


| os o4 


PROPERTY BOND: managers are not dis- 
pirited. "Most think- that although- in- 
creases in -values during 1972” were” 


- exceptional, the future should be quite . 


bright for bond-holders. This. also- ap- 


pears to have béen the feeling-of bond- 
holders themselves, since there. has been * 


no rush to realize bonds during the past 


^ few months; 


. A number of managers have been 
taking an increasing interest in develop- 
ments, 


Phase 2 regulations, 
After a pause, unit values seem to be 


. going ahead again — at about 1 per cent 


per month for some funds. Nevertheless, 


so far, most funds have not been” in 


operatiori for a sufficiently long period to 


“make accurate assessments as to which . 
have the best: long- term prospects. . 


Mt 


do 


“CLAUSE 1 5 of the Finance Bill removes the 
‘existing bar on controlling "directors | 


becoming members of occupational pen- 
sion schemes. In the future it will -be 
possible for companies to provide retire- 
ment benefits for- all directors:up to the 


‘limits allowed”. for other employees, 
-subject only to certain restrictions: where 
they ‘have a substantial a 2 


interest in the company. - 
Until now, a director has: been ex- 
cluded fronía company's pension scheme 


if he has held more than 5 per cent of the 
- shares: in a ‘director-controlled’ company 


(i.e, a.company where the directors 
collectively control more than 50 per cent 


their. own pension” arrarigements- by 
means of a 


employed, precia or panner. : 
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_ pension contract. 
incorporated, 


since. newly-constructed : .pro- ` 
| perties are exempt from the PO UD S 


‘self-employed’: -pensión' 
annuity, . in. the same way as the self- 


bam i fe 5:6 ENT tó [a8 2 million and. earnings. pe 27- 4 
.per. cent to 451 "per, cent. "These figures seem pretty good, -. 
. . : but stores are’ not a popular ‘counter-at the present time ~ 
-- 7 X^ because of thé squéeze on margins and the prospect of a 

'. ` fall in; consumer -spending. However, House of Fraser" 
own-a lot of property and a recent property revaluation has 
“produced! a.surplus of £91 million: ERopery interests pe 


a t 
v e 


muneration for controlling directors, who 


currently are paying the maximum 15 » 


per cent of salary towards a personal.: 
pension scheme. - 


-à company's 


directór will not be paying away this : 


. amount on his own account each year. 


Li 


-It remains to be seen whether- un-- i 


businesses “should, now . 
become private companies so as to allow - 


^ Bffectively; this guise could: rép-: ioe 
“resent a 15 per cent increase in re- i 


These “contributions D c. 
will have to cease if a controlling director ` 
-joins 
.Where, however, this is a non-contribu- `. 
tory: «scheme, the effect will be that the. 


the directors to take dr of. this d 


aportant change: 


PEE 


THE ULSTER SCOTTISH ASSURANCE GROUP: 
has . improved -its immediate annuity ^ 


rates and' also is providing ‘a better 


- return with its guaranteed investment’. 
` bond. The effective gross yield for a bond- 


ite 


- 


holder liable to income tax at the basis -'.- 


rate is 10 per cent per annum compound... 
Single premiums can be invested “to.. 


mature at the end of any period between ^ 


10'and 25 years from inception. There is, 


U tu 
mi 


however, a special cash surrender option v 


at the end of the sixth year. which : 
guarantees the bond-holder the réturn. 


- of his investment in full, plus compound . 


interest at 6 per cent per annum. 


or ^ 


THE MANAGERS-of Ebor Universal Growth. 
Fund, reporting to.unit holders, say it is 


difficult to be optimistic. about share- 
-market prices in the US. Little change i iS- 


expected until questions arising from | 


increased. inflation, a^ bad :balancé of | 
payments, and ‘the current political crises Y. 
is). i 
_ considered to be a strong undercurrent of ' . 
. growth in the económy with. company `: 


are - resolved. Nevertheless, there 


profits showing significant ‘increases. 
begin to rise, it'could do so sharply. 
The managers feel that stock-markets 


in the Pacific area still have.great potential. 


"The recent corrective falls have dispersed . 
a large amount of ¡speculation- with the . 
. volume of world trade i increasing. , 
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- Thus, if the US share market should 
of the, equity). This has meant. that . EN 
controlling. directors: have had to make 
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Quick Freeze 


From Our New York Correspondent 


N the United States, as elsewhere, there seems to be no 

end to the variety of efforts to freeze the economic stream 
without really lowering 1ts temperature. Early this month, 
at a breakfast meeting in New Orleans, a gathering, of 
accountants in industry was led through the intricacies 
of Phase Three price controls and assured that a renewal of 
the 1971 freeze was only a distant possibility. Within the 
same week, President Nixon was delivering a solemn 


television warning that Phase Three had disappointed his ' 


expectations and was to be replaced by an immediate price 
freeze. 

The Internal Revenue Service, which had been strug- 
gling to catch up with the backlog of tax work that had 
accumulated during the life of the compulsory controls of 
Phase 'T'wo, 1s once more being pushed into the front line, 
with its 58 regional offices charged with responsibility for 
enforcing the freeze and investigating complaints from the 
public. The Cost of Living Council has set up a 'special 
freeze group' to lay down the new ground rules. The 
Committee on Interest and Dividends will continue to 
apply the restrictions worked out under the voluntary 
arrangements of Phase Three. 


Missing links 


The missing links in this diok bureaucratic chain are 
controls .over wages and over the pace of business ex- 
pansion. Phase Three’s 5-5 per cent voluntary guideline 
for wages has not been withdrawn. But the unions locked 
in bargaining sessions, some of which are bound to have a 


profound effect on cost levels as the year proceeds, are 


becoming increasingly adept at bending the guideline by 
including back payments, fringe benefits and other un- 
intended refinements in their demands. 

Profit margins are also subject to the voluntary controls 
of Phase Three. But the Administration has concluded that 
these have not been rigorous enough, and has now under- 
taken a ‘profit sweep’ to pinpoint industries that have gone 
too far in raising prices. Chemicals and electrical engineer- 
ing have already been picked out for special study. Rubber, 
paper, textiles, non-ferrous metals and other industries are 
expected to be added to the list. 

The material for this type of study is being provided by 
the special quarterly reports required under Phase Three 
from all corporations with annual sales of $250 million or 
more. The first such reports have just beeri submitted, and 
the accountant's task of preparing and explaining them is 


likely to become increasingly burdensome as the battle | 


with inflation wears on. The Administration is now adding 
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to the complexity cf the reports by inserting questions on 
specific product costs and profit margins. 

The Administration also holds to its position that tax 
increases are not called for. Yet the case for a special tax 
on excess profits — and perhaps on excess wage increases, 
too — grows stronger as the economy plunges further into 
the maze of anti-inflationary controls. 

The main argument for the re-imposition of the freeze is 
the simple logic that, if prices (as measured by the Consumer 
Price Index over the last three months) are rising by 9 per 
cent a year, it is time to call an emergency halt in all further 
increases. Apart from the economic fallacy of aiming at the 


symptoms rather than the disease, the new freeze illustrates 


the impossibility of applying even a simple ME in a 
simple manner. 


Exception 


The most conspicuous UN, to the freeze is the 
exclusion of farm products, which are in such keen demand 
that exports are to be controlled and all threats to greater 
production avoided. It is not at all clear how food processors 
and distributors are, in these circumstances, to survive. 
Other exceptions range from share prices, local taxes and 
real estate to second-hand cars and alimony payments. 
Retail or wholesale price increases that reflect cost increases : 
will only be allowed after special appeal. l 

Whatever the long-term problems, the short-term effects 
of the freeze have been impressive. June 14th — the day on 
which the President announced the latest change in his: 
economic 'game plan' - saw reductions in steel, copper, tyre 
and petrol prices. The Washington Post, which had followed - 
certain of the other dailies in raising its price from 10 
cents to 15 cents, promptly went back to the old price. 
Critics have complained that the base period, June rst to 
8th, is too recent in that it has accepted a price level that 
already reflects excessive increases. Yet a surprising num- 
ber of companies nave found themselves caught in the new 
squeeze, and have cut prices rather than risk a fine equiva- 
lent to £1,000 per violation. 


Long-term problems 


To the financial community, the long-term problems are of 
greater moment. The new freeze is to last, at the latest, only 
until August 13th, by which date Phase Four will have been 
announced. Hopes that the price control programme 
would be disman-led this summer were clearly premature. 
Indications are that Phase Four will call for the re- 
introduction of rigid compulsory controls over both prices 
and wages. If this proves to be the case and if America is to 
avoid a bitter struggle with the unions, British experience 
suggests that grezt care will have to be taken to construct a 
programme, that shares the anti-inflationary burden as 
fairly as possible among different sections of society. 
Among other things, this presages continued scrutiny of 
the level of business costs and profit margins, and even 
more detailed reporting to the authorities. This would be a 
cheap price to pzy in bringing the rate of inflation back to 
the desired level of not much more than 3 per cent annually. 
But, after nearly two years of inconclusive wrestling with 
peacetime price controls, it can hardly be claimed that the 
success of the new strategy is a foregone conclusion. 
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Letters - 





EDS 


31r, — It is depressing that the Society of Investment Analysts 
June 28th issue) remains among those who still confuse changes 
n real values with changes arising solely from inflation. 

ED$ is concerned only with isolating and measuring the 
affects of the latter, namely, the fall in the general purchasing 
»ower of the monetary unit in which values are expressed. These 
affects are the same whatever method of accounting is used. 

It can well be argued that accounting should give earlier 
recognition to changes in value resulting from other causes; but 
this is not a valid criticism of ED8, whose important purpose is 
specifically limited to the measurement of the consequences of 
inflation. 

Yours faithfully, 


W. E. PARKER, C.B.E., F.C.A. 
Bishop's Stortford, Herts. 


[Mr Parker was President of The Institute of Chartered Ac- 
countants in England and Wales in 1967-68. | 


Fellowship by Examination 


Sir, — As the proposals of the Council of The Institute of Char- 
tered Accountants in England and Wales were approved at the 
special meeting held on June sth — albeit on a very small 
minority vote — it is now for the Council to make the best use 
of the powers it has so acquired. : 

As I indicated at the special meeting, difficulties are to be 
expected in distinguishing one type of fellow from another, if 
fellowship is to be granted on the basis of a number of separate 
and different examinations. Further, if experience of such items 
as the Joint Diploma reflects the ability and readiness of char- 
tered accountants to submit to further examinations, it is likely 
that fellowship will become something of a rarity. 

Could not the Council redeem the position by, in exercise of 
the powers it now has, granting fellowship to applicants of 
approved practical experience without the formality of an exami- 
nation? It does not seem to be beyond the power of the Bar to 
differentiate between leading and junior counsel without exami- 
nations. Could not the Council apply some similar process by 
requiring applicants to give evidence and detail of practical 
experience, whether in the practising or industrial sides of 
the profession? 

Such a practice could at least show some appreciation of the 
value of practical experience and be likely to increase the total 
number of fellows, thus reducing their difficult-to-define 
separate status. 

I can recall the contentions, at the time when there was some 
agitation from members in industry for admission to fellow- 
ship, that it was impracticable for the Council to determine what 
experience should be looked for in a member in industry to 
justify the ‘promotion’ to fellowship. In the light of experience — 
especially that of the Bar — these contentions now ring rather 
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hollow, and the position can and should be reviewed. The 
outcome of that agitation — that all members should be com- 
pelled to become fellows, with an increased subscription, aftera — Es 

period had elapsed from their admission — was an unworthy 1 
and unwise decision not calculated to increase confidence in the 
decisions of the Council even so long ago! Could the present _ 
show greater wisdom? I 


m 
|. 
! à 


Yours faithfully, 


London SWro. H. O. H. COULSON. 23 


Father of State Economics E 


Sir, — I am an economics graduate of London University soon — 
to embark on a three-year articled clerkship with a London — - 
firm of chartered accountants. Today, on glancing through a 
copy of The Accountant of June 14th, I noticed with interest a — 
note on “The Father of State Economics”, the reading of which ` 
was, at the very least, disturbing. 
Working on a thesis concerned with this gentleman led me to — 
consider him a prime example of how academic views can be ~ 
altered by early ecclesiastical training; his classical education ~~ 
probably amplified (or even formed) his platonic views. Label- —. 
ling an early moral philosopher the “Father of State Economics”, — 
might be regarded by some as unrewarding. EU 
In addition, the contributor of this item appears to 









have «via 

missed the correct title of Adam Smith's book and the point of — ~ 

his famous ‘pin-factory’ example. (Very briefly, I believe it is . 

notable because of its following discussion of limitations of the — 
system.) 

Lastly, the author is fortunate to be able to consider the 

| 
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original readable; modern economic writing, while being more — 
concerned with a mathematical approach, is certainly morelucid. — 
E 

Yours truly, ES T 


| SES 


R. REBAIN, B.sc.(EcoN.) 


London SE26. 


The Changing Face of Financial Control 


Sir, - In his article in your June 21st issue, Mr J. H. Smith $ 
asks the question: | E 
‘How far are we away from the day when the accounting — 
process itself will be integrated with a forward computer model, — . 
so that automatically as the new imput is fed into the account- — 
ing system, adjustments to forward financial plans are made? — 


As early as April 1972, we announced in the press that we had 
made the first of a series of links between the two operations. ~ 
Today, the complete accounts, information and modelling _ 
system can be available as software for under £ 10,000. This can 
be made to work on a mini-computer with capital cost no 
greater than £20,000 — giving a total turnkey solution that can — 
be leased for under £750 per month. ES 

At present, we recommend that a management committee _ 
forms the model until such time as the accountant can be ` 
trained to positive forward thinking; but once we have a model, — 
the whole operation is placed in the hands of the accounts team 
who become the central information team. oH 


Yours faithfully, 


DAVID J. LAWRENCE,  - 
-~ Managing Director, — E. 
© Drm RusseLL (CONSULTANTS) LTD. < 


Henley-on- Thames, Oxon. 
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| STUDENT ROUN DABOUT — — 


Tax Assessment of 
Husband and Wife 


by VERA DI PALMA, F.C.C.A., F.T.I.I. 


The bad old days when women were considered to be chattels of 
their husbands are not yet behind us — a quaint attitude which still 
persists in some areas of tax legislation. This article discusses the 
taxation of husband and wife and examines the old and new 


separate assessment rules. 


N section 37 of the Income and Cor- 

poration Taxes Act 1970, the income of 
a married woman living with her husband 
is deemed to be his for tax purposes and 
not hers. On further investigation we 
find that the blow is softened a little. 
Husband and wife are permitted to elect 
for some measure of separation under 
section 38 of the Income and Corporation 
Taxes Act 1970 and/or under section 23 
of the Finance Act 1971. These two sec- 
tions tend to be loosely referred to as the 
old and the new separate assessment 
rules, but this description can mislead 
students into thinking that the new 
replaces the old and that there must have 
been some similarity between them. 


Two different purposes 


The taxing Acts themselves highlight the 
difference between the two by referring 
to section 38 as 'Options for separate 
assessment' and section 23 as "laxation 
of wife's earnings’. They serve two en- 
tirely different purposes. Under section 
38 there is no tax saving at all. It simply 
refines the administrative machinery so 
that a married couple can each pay their 
own proportion of the tax liability if 
they so wish. 

On the other hand, section 23 does offer 
a tax saving where the combined income 
of a married couple is at the appropriate 
level. Let us have a closer look at these 
two claims. 

Under section 38 of the ICTA 1970, 
the normal rule that the wife's income is 
regarded as her husband's applies and the 
tax liability is calculated accordingly. 
All that happens is that there is an ap- 
portionment of the liability between the 
spouses. Either husband or wife can make 
an application under this section and it 


Previous articles in this series entitled *Reliance 
on the Internal Auditor', and 'Auditing and 
Investigations’, appeared in ‘Roundabout’ of 
April 19th and May 17th respectively. 





Vera Di Palma has been a member of the 
Council of the Association of Certified Ac- 
countants since 1971. Admitted to member- 
ship of the Association in 1956, she serves on 
many of its committees including the Students’ 
Week-end School Committee. Following 
six years in public practice, three in industry 
and four as senior lecturer at the City of 
London Polytechnic, she is now a taxation 
consultant. Vera Di Palma is well-known as a 
lecturer at courses for accountants and 
students. 





stays in force until withdrawn. 'The 
application has to be made or withdrawn 
within six months before July 6th in any 
year of assessment. For the year of mar- 
rage the application need not be made 
until July 6th following the year of 
assessment. 


New assessment rules 


For the tax years prior to April 6th, 1973, 
separate assessment could be claimed for 
either income tax or surtax or both, but 
separate applications had to be made. 
The position under the unified system 
is that an application will cover both 
the basic rate and higher rates of income 
tax. 
If, on April 6th, 1973, an application is 
already in being for income tax it will 


July 5th, 1973 


continue in force for both basic rate and 
higher rates of tax. On the other hand, 
if an application had been made for sur- 
tax only, it ceases to have effect from 
1973-74- 

In contrast to section 38 of the ICTA 
1970, the Finance Act 1971 has taken an 
important step forward in recognizing 
that husband and wife are two separate 
individuals. Section 23 and Schedule 4 
of the Act provide for the separate taxa- 
tion of a wife's earnings. The husband 
is taxed on his own income and his wife's 
unearned income. 

These new provisions apply for 1972- 
73 onwards, but to take advantage of them 

usband and wife must jointly elect. 
Each spouse will be treated as a single 
person and as a result the husband loses 
the benefit of the higher personal allow- 
ance. His married allowance of £775 for 
the current year is replaced by the single 
personal allowance of £595 resulting in a 
loss of allowances of £180 — which at the 
basic rate of 30 per cent amounts to £54. 

Clearly, if separate taxation of the 
wife’s earnings is to be worth while it 
must compensate for the loss of £54. 
It will only do so if, under the normal 
rules of aggregation, the combined in- 
come of husband and wife is sufficiently 
high to attract the higher rates of tax. 


Election benefits 


It is not possible to say precisely what this 
level of income must be because the tax 
rates are applied to taxable income, that 
is, total income less personal reliefs and 
other allowable deductions — and these 
vary considerably from one taxpayer to 
another. However, a guide can be drawn 
from the fact that the higher rates of tax 
are only applied to taxable incomes in 
excess of £5,000. Taxable incomes below 
this figure clearly will not benefit from 
an election. 

In borderline cases it will not be pos- 
sible to say until after the tax year whether 
an election is advantageous. But there is 
sufficient time for the calculations to be 
made because the time limit for the elec- 
tion is six months after the end of the 
year of assessment. It can be seen that 
there is still time to make an election for 
1972-73 because the deadline is not 
reached until October 31st, 1973. In 
any case, the Board of Inland Revenue 
has power to extend this time limit in 
special cases. 

The election can be made as early as 
six months before the start of the year of 
assessment and this is useful in clear-cut 
cases because the appropriate PAYE 
codings can be issued in good time. 

Once the election is made it stands for 
all future years until revoked. The re- 
vocation must be made jointly by husband 
and wife not later than six months after 
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LONDON AUCTION MART 


For sale by auction 25 LITTLE TRINITY LANE, EC4 


THURSDAY, 26th JULY, 1973—3 p.m. 


FREEHOLD SHOP PROPERTY INVESTMENTS 


LONDON WI 


145 Oxford Street 


Outstanding location at the corner of Berwick 
Street. Let to Thos. Cook £ Son Ltd., at the 
nominal rent of £7,000 p.a. 


MOST EXCEPTIONAL REVERSION 1978 


KIDDERMINSTER 


17/26 Vicar Street 


Supermarket and six shops let to: Lipton (Retail) 


DORKING 


108/116 High Street 


Five modern shops let to multiple retailers at 
moderate total rents of £11,250 p.a. 


RENT REVIEWS 1981 
BRIGHTON 


20 Clarence Square, Western Road 
Prominent location within a few yards of Western 
Road, producing £2,000 p.a. with vacant possession 
of maisonette. 













Ltd., W. H. Smith & Son Ltd., British Shoe Cor- RENT REVIEWS 1977 
poration Ltd., William Timpson Ltd., etc., at low 
rents totalling £35,245 p.a. WA LTHAMSTOW 


With vacant possession of 8,830 sq. ft. offices 5| High Street 


Best retail position next to Marks & Spencer Ltd. 
Let at low rent of £650 p.a. 


OUTSTANDING REVERSION 1977 


Joint Auctioneers: WEATHERALL, GREEN & SMITH 
Aldwych House, Aldwych, London WC2 4)W 
01-405 6944 


VALUABLE RENT REVIEWS 1984 


o 


Established 





Auctioneers: 








1820 29 St. George Street, Hanover Square, London W1A 3BC. 01-629 9292 





Are you advising American executives resident in the U.K. 
on their tax problems ? 


TAXATION 


without 
REPRESENTATION 


This unique tax guide for American executives working in Britain has 
been written by Robert Gurland, an American Tax Lawyer practising 
here. The book's title derives from the historic Boston Tea Party slogan. 


"Taxation Without 
Representation' is 
bound in maroon 
skivertex with gold 
embossing. lts 131 
pages include repro- 
ductions of current 
tax forms. It is a non- 
net book obtainable 
only from the pub- 
lishers Thornton Cox. 


pe, NIELEN GISDATA POONER AS OLIV XL 





It contains a most useful fund of information on everything from legal 
ways of bringing income into the U.K. tax free to means of avoiding 
death duties. In particular, current United States tax forms are reproduced London WC2E 7JP, 
with advice on completing them. England. 


In a recent review THE ACCOUNTANT said: From: 
“Mr Gurland does well to draw attention to the peculiar peril besetting 

the expatriate American — that he may attract taxation of his world 1 
income in a country in which he becomes ordinarily resident without i 


To: Thornton Cox (AJ), 
28-29 Maiden Lane, 


being exempted from similar taxation in the US ... The main usefulness 
of the volume will be in its listing of the main types of tax liabilities and 
exemptions in both countries which will affect the American in the UK.” 


Robert Gurland graduated from the New York University Law School in 
1956 and served in the U.S. Army. Subsequently he returned to New 
York University to specialise in taxation. He is a partner in the firm of 
Buechner, Gurland and Schwartz of Brussels, London and Munich. 


Please send copy/copies of 
| Taxation Without Representation at 
i US $10 (£4) per copy, post free within 
Europe, or US $12 inc. postage airmail 

to the U.S.A. 


THE 


VIII ACCOUNTANT July 5th, 197: 


For 


AUCTIONS and VALUATIONS 


of 


FACTORIES, PLANT and MACHINERY 


Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WC1V 6EG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 








Make sure of your own copy 
of THE ACCOUNTANT 


SUBSCRIPTION ORDER FORM 





Please send 7he Accountant each week until further notice, commencing with the issue Students' Concessional 
Subscription 

OON LT ARO par OR SIRO Y Oh a EGO IO RD DOE AA 
QUIC RS EIA A CUNT RR, NRE TG Se Vl T EMI ee ee O 1D E IN Date Studentship registered : 
EM A A A A A A O AS deii AS NA as s AAN ES 
Counter-signature for student's subscription........................... 5. eerie ciapa E doar edet debeas oponse seaska Exnirina : 

(Principal, head of department, or tutor) ee ah 
Remittance enclosed £ AA, A > A A ANN IE AS dues X 


Rates: £20 for two years; £10:50 for one year; £5-35 half-year. 
Airmail edition £14-25 for one year; £7:25 half-year. 
Students' concessional rate £6 per year. 


tr... ....ocorro.orsrrrsarrrrrsasnrrarrranaricaiarn..o... 
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the year of assessment to which it re- 
lates. They can suit themselves from one 
year to another whether or not to take 
advantage of section 23. There is no limit 
to the number of times the election can be 
made and withdrawn. 

In conclusion I would stress that the 
new provisions for separate taxation of a 
wife's earnings do not replace the older 
separate assessment rules. Where a wife 
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has unearned income she may wish to 
make an application under section 38, 
of the ICTA 1970 so that the tax on that 
income is separately assessed on her. 
In addition, if she has earned income and 
the combined incomes of husband and 
wife are sufficiently high it could benefit 
both spouses to elect for the separate 
taxation of her earnings under section 23, 
Finance Act 1971. 





MULTIPLE CANDIDATE 


FOLLOWING the recent ‘Roundabout’ 
report of Michael Barker's award of 
the George Strachan Prize for first 
place in the Intermediate examination 
of The Institute of Chartered Secretaries 
and Administrators, we extend our warm 
congratulations to Colin J. Coulson- 
Thomas on his achievement in winning 
the Silver Jubilee Commemoration Prize 
and the Kennedy Prize in the CIS Final 
Part II examination. 

Colin, 24 years of age, is an articled 
clerk with Messrs Nevill, Hovey, 
Gardner & Co, and is currently awaiting 
the results of two further examinations 
- the ICA Final Part II and CIS Final 
Part III. He already holds the London 
B.Sc.(Econ.) degree with honours, and 
hopes this year to complete the Open 
University B.A. course. 


CASSL'S RESIDENTIAL COURSE 


“Management accounting and strategic 
planning' will be the theme of this year's 
London CASS Oxford residential course 
to be held at Balliol College from Sep- 
tember 20th to 23rd. 

The course is a repeat of the successful 
one held at Oxford last year and its 
organization will again be in the hands of 
Arthur Young Management Services. 

The fee is £27, which includes trans- 
port to and from Oxford. Application 
forms are available from Janice Bland, 
c/o the Society, at 43 London Wall, 
London EC2M ;TB, and must be re- 
turned together with the course fee not 
later than the middle of this month. 


ACCOUNTING FOR 
INFLATION 


That the London CASS acknowledges 
the need to keep its members fully in- 
formed on major problems facing the 
profession is clearly indicated by a one- 
day course which the Society has 
organized on accounting for inflation to 
be held at the Training Offices of Foulks 
Lynch, 53 Great Sutton Street, on July 
2oth. 

The course will deal with the impact of 
inflation on historical accounts and an 


examination will be made of the alter- 
native methods of accounting. A review 
will also be made of the Accounting 
Standards Steering Committee's dis- 
cussion paper Inflation and Accounts. 
The principles of adjusting historic cost 
accounting to take into consideration 
changing price levels will be explained 
and an opportunity given to work 
through simple practical examples. 

Speakers will be Mr A. K. Moir, F.C.A., 
Mr R. Rider, B.SC.(ECON.), A.C.I.S., and 
Mr A. C. Ryder, M.A., F.C.A. 

Lunch will be included in the course 
fee of £4'so and applications to attend 
(enclosing the fee) should be sent without 
delay to Janice Bland, 43 London Wall, 
London EC2M 5TB. 
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who was awarded First 
Place and the Philip Howes Memorial 


John K. Abel, 


Prize in respect of the 1972 exams of 
The Institute of Municipal Treasurers and 
Accountants, being congratulated by Mr 
Wilfred Bowdell, C.B.E..  B.Sc.(Econ.), 
F..M.T.A., the outgoing President of the 
Institute, at last week's annual conference at 
Bournemouth. John Abel works in Durham 
County Treasurer's Department. 





Charterac FC 


A review of the year's ups-and-downs of the Sheffield CASS football 
team, by Harvey Farber, the Society's secretary 


HARTERAC I, the Sheffield CASS 
first team, began the trail for honours 
in the Sheffield and District Sunday 
League, but playing against the best 
teams in Sheffield proved as trying 





Brian Grey Dave Lowe 


as it might sound, and the scores of 
the previous season could not be 
repeated. 

However, thanks mainly to a purple 
patch midway through the season, the 
team managed to finish eleventh out of 
14, although this is a false position as 





several key players were absent due to 
auditors’ blight (commonly known as 
study leave). 

The finest part of the season was a 
tremendous run in the League Cup. The 
side was eventually defeated in the 
Quarter-Finals by the eventual winners, 
who went on to win the Cup-winners’ 
Cup. 

Charterac II (captain: Dave Lowe) con- 
tinued to play in the Sunday Imperial 
League, and it was herethat the Club began 
to forge powerful links. Early team 
problems were overcome, and again 
midway through the season r4 points 
were won from 9 games. This spate of 
fortune started with the defeat of the 
League leaders, who at the time hadn't 
dropped a point. The end of the season 
renewed the study leave problem, and 
performances suffered; points were 
dropped and the reality of promotion 
vanished, the team finishing ninth out 
of 14. 

The 1973-74 season sees each team 
with its own pitch, a rarity in south 
Yorkshire, and a fact that has contributed 
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to the support given to the Club by 
members. 

At the recent annual general meeting 
1t was agreed that the subscription should 
be 20p for each player per match, and 
that a Christmas raffle be organized to 
help raise funds. 

Officers elected for 1973-74 were: 

Chairman: Brian W. Grey. 

Treasurer: James H. Newman, A.C.A. 

Committee: Simon Watt-Smith, Bob 

Rastrick, and Ian Moore. 

Any member of the Society interested 

in playing in either team should contact 


- the Chairman, Brian Grey, on 0742 28334. 


The Society extends an invitation to 
sports secretaries of student societies for 
football matches in the coming season. 


LIVERPOOL STUDENTS BEAT 
SENIORS AT CRICKET AND 
TENNIS 


After a lapse of more than five years, the 
Liverpool Society of Chartered Ac- 
countants took on the Liverpool Students' 
Association at cricket on June 20th. They 
met at Oxton Cricket Club in unfavour- 
able weather conditions, and it was 
decided to play only a 20 overs match. 

Everything seemed in the senior 
Society's favour. Their Captain, Ray 
Griffin, won the toss and put his side 
in to bat, and with only one wicket 
keeper's glove and ten men the students 
awaited the sight of the ball disappear- 
ing into the distance six times every over. 

The first pair, Lytton Goodwin and 
Keith Clayton, made a handsome 24 
before falling to the power of Alan 
Johnson and the ingenious bowling of 
Richard Charlton. The formidable innings 
of Daryl Griffin, who scored 30, and 
Anthony Bonnar, who scored 16, was 
the last the students saw of the seniors' 
skill, as Richard Charlton managed four 
wickets in one over and the remainder 
fell to Ian Widdowson. 

With a total of 89 runs to beat, the 
students' Captain, Chris Scott, led his 


- team into bat with Graham Dodd. With 


a magnificent 27 runs, including three 
fours before the fourth ball was played, 
Chris Scott was forced to retire with the 
students at 38 for 1 off 7 overs. In the 
15th over, with Graham Dodd on 28 and 


Richard Charlton on 34, the game ended 


in a splendid victory for the students. 
In the tennis match played before a 


massed crowd of one dog and Chris 


Scott, the students” team triumphed 
over the senior Society despite a very 
awkward wind and courts made slippery 
by rain. 

The teams were: LCASA: Roger 
Gardner, John Williams, Richard Ains- 
cough, and Mike Bidston. LSCA: Stuart 
Henderson, Alan Stowell-Smith, Chris 
Morrison and Tom Dorans. 
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Manchester Football League 


The following are the final League positions of the 15 member clubs of the Manchester 
Accountants’ Football League which was formed three seasons ago by the Man- 
chester CASS. Last year's position of teams in the League is shown in brackets. 


Division I 

Binder/Whinney . (2) 
Price Waterhouse (3) 
G. H. Murray (6) 
Fuller/Peats (7) 
Thornton Baker (4) 
Boardman/Jolliffe (5) 


Cooper Brothers .. 
Mann Judd 


Division II 
Burne/Bedell 
Bowman Dawes 


——————— MM € IN ÓN 


C. Connelly e 
Thomson MeLintock 
T.S. Dynamo 

(Todd Silvery & Co) 
Rothburn Royce .. 
Singletons 


A (10) 
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LETTERS TO ROUNDABOUT 


The CASSL Controversy 


Sir, — Of the many adjectives that you 
could have used to describe Trevor Davis's 
article on CASSL (‘Roundabout’, June 
21st issue), I feel that “objective?” was the 
least apt. Trevor’s comments are clearly 
partisan and often factually incorrect. 

The arguments regarding reciprocity 
of student representation which Trevor 
Davis claims are non-existent, were put 
very clearly at the annual general meeting. 
Put very simply they are that the Institute 
exists, among other things, to represent 
the views and interests of the members of 
the profession, including students, and 
therefore should have student representa- 
tion. Student societies on the other hand 
exist to represent the views and interests of 
student members of the profession, and 
hence their policies should be decided by 
the students alone. There is also the argu- 
ment that students, as partners in the 
educational process, are entitled to a say in 
deciding educational policies. 

Trevor Davis says he has 'yet to hear of 
a case where the Institute Disciplinary 
Committee has failed to observe principles 
of natural justice' I can only assume that he 
was asleep when Pradnip Pattni went 
through a long list of anomalies in the 
decision of the Disciplinary Committee in 
his proposing speech at the annual general 
meeting. I myself cited the absence of 
adequate appeal procedures as a failure to 
observe principles of natural justice. 


Trevor Davis is totally incorrect in his 
claim that the pamphlet entitled *Make 
CASSL Work for You', distributed at the 
meeting (which, incidentally, was pre- 
pared by another fifteen individuals in 
addition to myself) stated that we were 
'tired of the intransigence shown by the 
London and District Society'. The docu- 
ment stated that “our links with the 
Institute and the London and District 
Society of Chartered Accountants should 
be developed and improved?. 

I find it ironic that Trevor Davis, who 
has played no part whatsoever in negotia- 
tions with the LDS concerning CASSL's 
new rules, should take it upon himself to 
challenge statements made by myself as 
chairman of the committee handling these 
negotiations — the Rules Revision Com- 
mittee — and should put himself forward as - 
the one to “set the record straight”. I gave a 
very detailed report on the conduct of 
these negotiations to the annual general 
meeting and am prepared to verify the 
statements I made. | 

I am not sure what Trevor Davis's 
motives are in writing his rather one- 
sided appraisal of the annual general. 
meeting. I only wish that he had raised his 
objectives at the annual general meeting 
where the motions he criticized received 
substantial majorities, rather than taking 
no part whatsoever in the debate at the 
annual general meeting and raising his 
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objections after the event in the account- 
ancy press where they can only appear as 
sour grapes. 


Yours faithfully, 
PAUL A. HENDRICK 
Chairman, CASSL. 


Training Forums and the 
Salary Campaign 


Sir, - There are a number of points 
arising from your last few issues upon 
which I would like to comment. Perhaps 
the most important point was the 
announcement in 'Student Roundabout' 
(June 7th issue) concerning the resigna- 
tion of Brian Banks from the Institute. In 
particular, I hope that the ‘How-to- 
Train’ forums started by Mr Banks will 
continue: for once the members of small 
firms were able to feel that here was a 
course designed precisely for their needs 
as opposed to the needs of the bigger 
firms, which seem to dominate the Insti- 
tute. 

I gather that attendances at these courses 
were quite adequate but I hope that the 
Institute will not consider attendance as a 
criterion for continuation or not, as it is 
very difficult for the small practitioner to 
give up three successive days of chargeable 
time. In fact, there are a number of other 
areas, similar to training, in which the 
Institute can assist the small practitioner in 
such a worth-while and practical manner 
and I hope that the Institute will con- 
tinue to be concerned for those members 
which fit into this category. 

Inevitably it is harder work to persuade 
the small practitioner to attend such 
courses, because of the economics of his 
business, and greater marketing will be 
required by the Institute to reach such 
members. I wholeheartedly concur with 
Mr Banks' belief that “offering help to the 
smaller practices in training their students 


is... an essential service which should | 


continue to be provided by the Institute’. 

A second and important point raised by 
Mr Banks’ departure from the Institute is 
why the Institute is unable to retain such 
staff with enthusiasm and vision. Certainly 
there have been a number of resignations 
of under-secretaries within the last two 
years which would indicate a serious 
management problem, although such re- 
marks do not seem to apply to the Tech- 
nical and Research staff. 

Turning briefly to the CASSL £1,100 
minimum salary campaign, my own firm 
would regard {£1,100 as a reasonable 
minimum for non-graduates but this would 
be on the basis of the breadth of choice 
which we have at the moment. Having 
met a number of students who have claimed 
to be paid as low as £500, I would say 
that such students ought to be thankful for 
at least the chance to become chartered 
accountants because I would certainly not 
employ them whatever the salary, although 
I would regard £500 as quite disgraceful. 
It would appear to me that the students’ 
campaign could result in fewer articled 
clerks, a ‘lower tier’ in professional offices 


" 
des o} +, 
af 


and many more frustrated and would-be 
articled clerks. If that is what the students 
want, then so be it. 

Another point concerning the campaign 
has been its complete lack of profession- 
alism: if the students wish to raise the 
standards of the profession (in this I 
wholeheartedly support them) then they 
had better improve the image of their 
‘minimum salary campaign’. It is not a 
question of being militant or non-militant 
(greatly over-used terms) but a question of 
being professional or shoddy. It may be 
that the present campaign will convince 
the students but, unfortunately, I doubt 
if it will convince those people it is aimed 
at — the members of the Institute — because 
of its unpolished presentation. 


Yours faithfully, 
DISILLUSIONED. 
Name and address supplied. 


A Southern Students’ Society 


Sir, — As the recently-elected Chairman of 
The Portsmouth Students’ Society, I am 
now in a position to give my committee’s 
opinion on Mr Donald Rich's article 
‘A Case for a Southern Students’ Society’ 
in ‘Roundabout’ of April 5th. 

We also believe that communication is 
the first problem, but not that between 
the district society and the students’ 
society as suggested by Mr Rich. The 
first problem is the communication be- 
tween the students and their committee. 
How can a committee successfully reflect 
the opinions and views of their society’s 
members when most of the articled clerks 
are merely a name on the membership 
list? Many students now feel left out and so 
they lose any interest they may have had 
in the society. 

We find it extremely difficult to build 
up a good relationship with our students 
on a local level, but with amalgamation 
this would be impossible with all identity 
being lost, and an increase in apathy. 

Agreement can be found when Mr Rich 
says that one student member on the 
education committee of Southern Society 
of Chartered Accountants (SOSCA) can- 
not readily put the views of the three 
students’ societies of which he is not a 
member. In a unified society, where the 
basic communication problem with the 
students would be difficult if not im- 
possible, we would suggest a similar 
argument defeating the object of amal- 
gamation could be used and that is, 
that no committee could have a repre- 
sentative who has contact with all students 
and so reflect their views and opinions 
reasonably. Perhaps there should be a 
representative from each of the students’ 
societies on the education committee of 
SOSCA, so that each may put his own 
members’ point of view. 

Our Society has, for the past two years, 
been in liaison with the Southampton 
CASS for both lectures and social events. 
In the 1971-72 season there was mild 
success with Southampton and ourselves 
printing each other’s lectures on our own 
programmes. There was a small two-way 


traffic, and also for several lectures Isle of 
Wight CASS attended Portsmouth meet- 
ings at our invitation. At this time lecture 
attendances were good, averaging 30-40 
Portsmouth members alone. The 1972-73 
season was less of a success and although 
joint committee meetings were held no 
joint programme ensued. 

Mr Rich suggests that the present 
societies would become the equivalent of 
the Local Members’ Groups. Several 
members of Portsmouth CASS attended, 
as guests, a lecture by Mr Rich given on 
the new taxation system. This was a joint 
meeting of the Portsmouth and Southamp- 
ton Local Members Groups where a time 
limit of one hour was imposed. 

The result, as Mr Rich himself stated 
was that not all the points could be 
covered. Did Mr Rich feel that his time 
and effort on this occasion was justified? 
At the recent Portsmouth Local Members’ 
Group annual general meeting there were 
only nine members present. Apathy is 
present at the student level as well and, if 
there is to be continued interest in our 
profession, then we feel that it must be 
encouraged on the personal level found in 
the smaller society and not in the larger 
society envisaged. 

The implications of such an amal- 
gamation for ACASS are also relevant 
because of the voting powers of each 
society. At present, with the exception of 
Bournemouth, each society has at least 
one vote but on amalgamation this could 
be reduced and the small societies lose 
their voice only to be dictated to by the 
larger societies. 

In Portsmouth, our plans for a renewed 
attack on the communications problem 
are under way. The committee are in the 
process of setting up individual office 
representatives so that a two-way exchange 
of information and ideas can be en- 
couraged. 

The members themselves at the annual 
general meeting, aware of the lecture 
attendances this year, resolved that the 
principals should be told of the situation 
and they should be asked actively to 
encourage their articled clerks to attend 
lectures. However, if the local members’ 
group annual general meeting is indicative 
of the principals’ interest in their own 
affairs, then what results can we expect 
from such an appeal? 

We also plan to liaise with Southampton 
for lectures on the same basis as before 
in order that a sound and comprehensive 
programme can be given for students at all 
stages of their studies. In our experience 
lectures given for all students tend to 
offend the mature student and baffle the 
newly articled clerk, and numbers fall, 
thus our belief in aiming to satisfy each 
student individually. 

We hope that we are taking the steps to 
encourage communications and expansion 
of a small but interested society. We would 
certainly oppose any amalgamation pro- 
posals. 


Yours faithfully, 
P. G. READ 
Chairman, Portsmouth CASS. 












| ena Saati m sn evt INA PENES, AN, TEMA UAE T TIME o A ert] m eot o "Fue EE, "MS 4 a e PRIOR UE I are e, da i Ps 42 AM batch I4 4 " i CEA it ZW 

RAE ET UE TAL NH, SNR AES ede RI E MERCER E a o IS ERE PO P RACE IS US RR SIC AME HET ERE a ES NC MUS T NA 
= CINT, 2 8 SRM y yt ATI ? KORS d (tv 1 +o. T Min” | ony . fas ^ et e LON ds e E A D A . EIN Wi € 6 U^ ig. ^ 2i 3 + 114 A 1 > mg PVS re ya à z <= We Li he et H 

t'ie r 2 à a - e i . A co we a a Us T wer ) ^ ee - T ^ Ppd: ; ~ or, 2 d - M9" e 4M 
L4 5d iy wl. | E iM p d has y“ wa y» A y be "d 1 ne yo A Gi bo M s p: ^b sit Mo" CAS An E «n ard ? 0 Lii v4 LOT Net yu ^. d 4. de "X + A^ VA 1E d «nt vi 
iw f edt SV cep een "Y. " i ^ E ar a] | Y TNT^T^ A v ds MS adt OMS Ms AE 15 vare ts te, POM n i i" £ K T aate 

? yL AGN a ¿e JIN IA o AA His air y e e | I A em - Y , J 5th 1973 
; A da M Lo X Ae Mr er Saha V» uly ,i124(5. 
. » - à - / 





> 
X 


¡PETRA 
2 ~~ Ir: ‘ee 


Te 
P 


quor 
QS Mary Ah Y 
igs e TEL ra — E 2 


J as y M 


D, * 
zm "£u 
Poe. 


MEC 


M. Tn 


PAS PT 
ALAN? "m Se R 


r 


ur 


de 
l > 


SE 


, yj 
- i y 


" wc 


FIT XA ae rare > 
I H E E 7 re wt ae pe PA ue Lp 
n, aT <ò > AS 
AV AE e a 
, sar, E 


£x s TENA 

Xe. Lf C e A y 
Webel 2 pá 
^ | ej 


PESO PATENT PTE 


SS hia aaa yess 
i PAP. 2D PRA 
r / " aoe, k i P^ i Alo 


Nee 


> AE TITR me E 


and 
= Noti ces 





THE ACCOUNTANT 


Index to Vol. 168 
January to June 1973 


The General Index to Vol. 168 — January 


to June 1973 - is published with the 


present issue. The parts of this volume, 


= with the index, can now be sent for 


binding. 
PROFESSIONAL NOTICES 


— Cookson ToPHAM & Co, of Man- 
. chester, announce that they merged their 


practice with 'PansLey Wrrr & Co on 
July 1st, and have moved to new offices 
at Harvester House, Peter Street, Man- 
chester. 'The partners in the firm are 


Messrs H. Cooxson, D. J. GREEN, 


N. LANGFORD, A. W. Lowe, D. J. Lowe, 


J. W. Lowe, WILLIAM A. Lowe, J. G. 
~- MILBOURN and H. Tornam. Mr F. 
= Brown will remain with the firm as a 


consultant. 


COOPER-PARRY, WATSON, SOWTER & 
Co, Chartered Accountants, of Derby, 
Burton-on-Trent, Ashbourne and Long 
Eaton, announce the retirement from 
partnership on June 3oth, 1973, of Mr 
HAYDEN JEFFERY COTTERILL, F.C.A. 

ForrestaL & Co, WINN & Co and 


 JosePH CARR McCracken & Co, all of 
. Newcastle-upon- Tyne, 


announce that 
they have combined, and are practising as 
TANSLEY Wirr & Co as from July rst, 
1973. The partners of the combined firm 
are Messrs C. R. ATKINSON, R. T. 


- GIBSON, I. GORDON, J. F. KELLY, J. L. 
- LAMBERT, P. A. MickLER, J. S. A. 


PEFFERS, C. SwoNNELL, S. W. TELFER 





and A. Wappat. Its offices are at Pearl 
Assurance House, 7 New Bridge Street, 
Newcastle-upon-Tyne NE: 8BQ. 


HUBERT Leicester & Co of 14 Pier- 
point Street, Worcester, announce the 
merger of their practice with ANSLEY 
Witt & Co as from July 1st, 1973. The 
merger firm will practise as 'l'ANSLEY 
Witt & Co and as TansLey WITT, 
HuBERT LEICESTER from 14 Pierpoint 
Street, and, for a short period, 30 
Sansome Walk. The partners are Messrs 
P. J. BRouGH, P. H. B. Capman, A. F. 
Jones, E. Norman, L. Owen, B. V. W. 
Price, P. J. Sewarp, N. R. SKIDMORE, 
W. L. SoLon, S. N. WILSHAw. 


MANN Jupp & Co, Chartered Ac- 
countants, announce that on June 3oth, 
1973, Messrs C. B. Fytcue, (London), 
C. MONTGOMERY-WILLIAMS, (Swansea), 
and J. K. Davsow, (Cardiff) retired from 
the firm, and as from July rst, 1973: 
Mr A. J. K. HAMILTON, A.C.A. (Midlands), 
has been taken into partnership. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, of Antigua, West Indies, 
announce that Mr Dowarp B. Warp, 
A.C.A., has been taken into partnership 
with effect from July 1st, 1973. 


WiLLIAM C. RiBBECK & Co, of ro 
Fitzwilliam Square, Dublin, announce 
that they are practising under the style 
of TansLeY Witt & Co as from July rst, 
following a year's close association with 
that firm. T'here will be no change in the 
principals of the firm, nor in the address 
and telephone numbers. On the same 
date the firm became a member of 
ALEXANDER GRANT 'TANSLEY WITT which 
has offices throughout the world. Man- 
agement consultancy work will be handled 
through TANsLEY WITT A.I.M. 


F. W. STEPHENS & Co, Chartered 
Accountants, announce that Mr HucGH 
EDwARD TAYLOR, A.C.A., who has been a 
senior member of the staff for some years, 
has been admitted to partnership with 
effect from July 1st, 1973. 


TANSLEY Witt & Co, Chartered Ac- 
countants, of 28 Ely Place, London ECr, 
announce that six other firms of char- 
tered accountants in England and Ireland 
merged with them on July 1st, 1973. The 
firms are FORRESTAL & Co, WiNN & Co 
and JOSEPH CARR McCracken & Co, all 
of | Newcastle-upon-Tyne; HUBERT 
LEICESTER & Co, of Worcester; COOKSON 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


ToPHAM & Co, of Manchester; and 
WiLLiAM C. RiBBECK & Co of Dublin. 


THORNTON BAKER & Co, Chartered 
Accountants, announce that the following 
partners retired on June 3oth, 1973; 
Messrs H. DE. Arkixs, Oxford; W. J. 
ConPE, Bristol; W. B. P. Hott, London; 
S. BERTRAM SMITH, Liverpool; W. E. 
QuANCE, Birmingham. Mr Atkins is 
taking up the appointment of financial 
director of J. A. Pye (Oxford) Lrp. Mr 
HOLT continues as an active consultant. 
The following were admitted to partner- 
ship on July rst, 1973: Messrs A. J. 
AGNEW, Poole; G. E. BASKERVILLE, 
Manchester; D. N. Brooks, Kettering; 
A. V. FRETWELL, Bradford; L. M. Pink, 
High Wycombe; P. R. RicHaRps, Eve- 
sham; C. R. Stevens, Aylesbury; G. 
STRINGER, London. 


APPOINTMENTS 


Mr John Bamford, A.I.M.T.A., A.R.V.A., 
Deputy City Treasurer of Westminster, - 
has been elected President of the Associa- 
tion of Local Government Financial 
Officers for 1973-74. 


Mr R. E. Burrows, M.A., F.C.A., at 
present financial controller and director of 
Alenco, has been appointed group chief 
accountant of the Charterhouse Group. 
He is succeeded at Alenco by Mr J. I. 
Bell, F.c.4., who becomes the executive 
director responsible for finance and 
personnel. 


Mr Brian Fieldhouse M.A., A.I.M.T.A., 
has been appointed county treasurer of 
West Sussex. 


Mr C. T. Fletcher, M.A., A.L.M.T.A., 
is the new county treasurer of Cheshire. 


Mr Colin Glass, B.SC.(ECON.), A.C.A., 
previously with P. R. Grimshawe & Co, 
of Leeds, has joined Cope Sportswear to 
be a director of a new subsidiary which is 
in process of being formed. 


Mr Cyril Henderson, A.I.M.T.A., pre- 
viously assistant city treasurer of Man- 


chester, has been appointed treasurer of 
Rochdale. 


Mr Ralph Mantel, A.C.A., has joined 
Stirling & Co, Stockbrokers, in the newly 
created position of financial controller. 
He was previously with W. S. Atkins 
Group as finance controller — contracts. 


Mr T. Hughes, F.c.a., who is at present 
a director of Wm Cory & Son, has ac- 
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cepted the appointment of finance director 
of Inchcape & Co. His appointment to 
the board will take effect from August 
ISt. 

Mr Charles Hall, A.I.M.T.A., A.C.C.A., 
has been appointed administrative ac- 
countant of Northern Gas. 






Mr P. V. Phillips 





Mr C. Hall 
Mr P. V. Phillips, A.C.A., group secre- 


tary of Bacal Construction, has been 
elected to the board of the company. 


Mr G. J. Limmer, F.c.A., has been 
appointed financial director of Savory & 
Moore. 


Miss A. C. Norton, F.C.A., director and 
secretary of J. Hepworth & Son, the 
Leeds-based multiple tailoring group, 
has retired from the board. Miss Norton 
has been associated with the company 
since 1940, being appointed secretary in 
1948 and joining the board in 1963. 
Mr P. Bailey, F.c.1.s., now takes over as 
group secretary and Mr C. M. Stuart, 
M.A., LL.B., C.A., financial director, has 
been appointed to the board. 


Mr Herbert Parry, A.I.M.T.A., D.P.A., 
previously deputy county treasurer of 
Glamorgan, has been appointed county 
treasurer of Mid-Glamorgan. 


Mr John Procter, A.1.M.T.A., D.P.A., has 
been appointed county treasurer of 
Durham. 


Mr G. B. Ravens, A.I.M.T.A., has 
become county treasurer of Bucking- 
hamshire. 


Mr W. G. J. Wade, F.c.a., has re- 
linquished his post as finance director of 
Baxter, Fell & Co, in view of his intention 
to retire next January, but will remain on 
the board. He is succeeded as finance 
director by Mr T. E. Shaw, C.A., A.T.I.L, 
with effect from July rst, 


Mr Basil John West, v.R.D., M.A., 
F.C.A., joint managing director of the 
Automobile Association, has been ap- 
pointed finance director of Lonrho in 
succession to Mr Frederick Butcher, who 
is remaining as an executive director of 
the company. Mr West will take up his 
new appointment on September rst. 


Mr John Whittaker, B.COM., A.I.M.T.A., 
formerly second deputy treasurer, Somer- 
set County Council, has been appointed 
county treasurer. 





COUNTANT 
OBITUARY 
Robert Thomas Bell 

We record with deep regret the death, 
on Monday of this week, of Mr Robert 
Thomas Bell, Director of Information 
of The Association of Certified Ac- 
countants, at the age of 55, after a long 
and painful illness. 

During the Second World War, Mr 
Bell was commissioned into the Royal 
Engineers, and served as a staff officer in 
various commands, including the Far 
East. In 1951 he was called to the Bar by 
Gray's Inn, and practised as a barrister 
for two years before joining the Associa- 
tion as administrative assistant in 1953. 
He became an Assistant Secretary of the 
Association in 1959. 

In 1966, he was appointed Editor of 
the Association's monthly Certified Ac- 
countants’ Journal (now Certified Ac- 
countant) and in June 1971 received the 
additional appointment of Director of 
Information. In this capacity, he at- 
tended the Tenth International Congress 
of Accountants in Sydney last October — 
a strenuous undertaking which proved to 
be his last duty before the state of his 
health became apparent. 

Mr Bell was also the author of several 
travel books dealing with America, 
Russia and the Mediterranean countries, 
one of which had the distinction of being 
selected as a Foyle's ‘Book of the Month’. 


BIRMINGHAM CHARTERED 
ACCOUNTANTS' PRESIDENT 


Mr N. John Masterton, F.C.A., a partner 
in Whinney Murray & Co, is the President 
of The Birmingham and West Midlands 
Society of Chartered Accountants for 
1973—74- 


Born in Birmingham and educated at 





Malvern College, he served his articles 
with Messrs C. Herbert Smith & Russell 
from 1951 to 1956 and became a partner 
in 1960. 'The firm subsequently merged 
with Whinney Smith & Whinney, and 
since 1965 has been known as Whinney 
Murray & Co. 

Mr Masterton has been a member of 
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the committee of the Birmingham and 
West Midlands Society since 1964, being 
Secretary from 1970 to 1972. During 
his articles he was Secretary of the 
Birmingham Chartered Accountant Stu- 
dents' Society in 1954—55. 

Called up for National Service from 
1956 to 1958, he was commissioned in the 
Royal Regiment of Artillery, and sub- 
sequently served in the Territorial Army 
until 1967. His hobbies include tennis, 
squash and reading. 

The Vice-President of the Society for 
1973-74 is Mr B. W. Sutherland, F.C.A., 
while Mr J. R. Adcock, F.C.A., continues 
as Secretary, with Mr P. R. Dallow, 
F.C.A., as Honorary Treasurer. 


¡CMA MANCHESTER BRANCH 


Mr David Morris-Jones, F.C.A., F.C.M.A., 
has recently been elected President of 
the Manchester Branch of The Institute 
of Cost and Management Accountants. 

Morris-Jones, 


Mr who is 38, is 





financial director of Sir W. H. Bailey € 
Co, of Manchester, a subsidiary of 
Imperial Metal Industries. He was 
articled with Peat, Marwick, Mitchell & 
Co, Manchester, and entered industry as 
internal auditor to Dunlop Rubber Co 
at Leicester. He later became accountant 
at Russell-Hobbs Ltd, Wembley, before 
joining Sir W. H. Bailey in 1965. 


LONDON COURSE FOR 
SIXTH FORMERS 


The next of the series of introductory 
courses organized by CASIS - the Char- 
tered Accountants Students Introduction 
Service — for sixth formers potentially 
interested in qualifying as chartered 
accountants will be held at Chartered 
Accountants’ Hall on Friday, July 13th, 
commencing at 2 p.m. The provisional 
programme includes an  audio-visual 
presentation on “What is a chartered 
accountant?'; an address by Mr Malcolm 
Howe, M.A., principal of CASIS, on 
entry requirements for the profession; 
and an opportunity to meet a panel of 
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present students and discuss their work. 

Previous courses in the series have been 
heavily over-subscribed, and an attend- 
ance of some 200 prospective candidates 
is expected on this occasion. To meet the 


Institute's entry requirements, it is 
desirable that candidates should have 
completed their *O' level examinations, 
including English Language and Mathe- 
matics, and be aiming for at least two “A” 
levels. 

Applications and requests for further 
information may be addressed to Mr 
Howe at CASIS, 11 Copthall Avenue, 
London EC2R 7ND  (or-628 7060, 
extension 211). 


NOTTINGHAM CHARTERED 
ACCOUNTANTS' PRESIDENT 


The President of the Nottingham Society 
of Chartered Accountants for 1973-74 is 
Mr Robert Gratton, F.C.A., a partner in 
Stanley Blythen & Co. 

Mr Gratton qualified in 1947 as a 





member of the Society of Incorporated 
Accountants after serving for six years in 
the RAF. 

He is a Past-President of the ? Notting- 
ham Students’ Society and of the 
Nottingham Speakers’ Club, and a 
member of a local Rotary Club. His 
hobbies are geology and photography. 

Mr J. Ross Sergeant, F.c.a., has been 
elected Vice-Chairman and Mr B. R. 
Dunn, F.C.A., Secretary of the Society. 


BUSINESS STUDENTS' 
LOAN SCHEME 


Postgraduate management students who 
are not sponsored by an employer may be 
able to apply for loans at concessionary 
under arrangements 


rates of interest, 
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recently concluded by Lloyds Bank Ltd 
and the Business Graduates Association. 
Applicants should have had at least two 
years’ working experience, and have been 
accepted for a one or two-year course by 
a recognized university school of manage- 
ment. 

Loans will be based on an over- 
riding maximum of £1,000 per annum 
plus fees, or two-thirds of the students' 
previous salary if greater. A repayment 
period of seven years is proposed, with 
interest at 4 per cent per annum during 
the study period and six months there- 
after, and then rising to 23 per cent above 
base rate. 


REVISED VAT BOOKLET 


A revised edition of Customs and Excise 
Notice No. 701, VAT: Scope and Cover- 
age, dated June 1973, is being issued to all 
VAT registered traders. The new edition 
includes the changes announced by the 
Chancellor of the Exchequer in his 1973 
Budget Statement and those made by 
order before April 1st, 1973. It also takes 
into account the provisions of the Value 
Added Tax (United Kingdom and Isle of 
Man) Order 1973 (Statutory Instrument 


1973 No. 595). 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation) on application to Careers Adviser 
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Since the first edition was issued i 
August 1972, there have been discussion 
with trade associations and commerci: 
interests on a number of tax coverag 
questions, and the new edition incor 
porates the outcome of these discussion 
Where the contents of the second editio: 
have been materially altered from th 
first, this is denoted by a vertical lin 
alongside the text. 

The revised edition of Notice No. 7o 
supersedes that dated August 1972 
Additional copies may be obtained fron 
any Customs and Excise VAT' office. 


IN PARLIAMENT 
Taxation of Long Service Award 


Mr Tony JesseL asked the Chancellor o 
the Exchequer to make a statement abou 
the taxation of long service awards ti 
employees. 

Mr Jonn Norr: The Inland Revenu 
have recently reviewed the treatment fo 
tax purposes of awards made to director 
and employees as testimonials to marl 
long service. In law, all such awards ar: 
taxable, and where they are made in cas! 
tax must be deducted under the norma 
PAYE procedure. By concession, how 
ever, the Inland Revenue will not seek t 
charge tax in respect of long servic 
awards which take the form of tangibl 
articles of reasonable cost when th: 
award is in respect of a period of servic 
of not less than 20 years, and no simila 
award has made to the recipient withir 
the previous ten years. 

An article may be taken to be o 
'reasonable cost' where the cost to th« 
employer does not exceed £2 for eacl 
year of service. This figure has beer 
adopted in the expectation that it wil 
not need revision for a considerabk 
time to come. 


Company Files on Computer 


Mr Eric Deakins asked the Secretary o: 
State for Trade and Industry when he 
expects the job of computerizing the 
records of registered companies to b« 
completed. 

Sir GEOFFREY Howe: The Registra: 
of Companies expects to have on com- 
puter record the number, name, address, 
date of incorporation and date of last 
annual return for each registered com- 
pany by the end of 1973. 
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Yes, there is a totally secure, high performance investment. Standard Life. 
Peace of mind for you. And for your client. 







As an adviser, with your 
client totally dependent on 
your judgement, you can t 
afford to take any chances. 
Any more than your client 
can afford to take a low return. 
It’s a problem. Because 
most safe investments aren't 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 
A Standard Life policy. 
Standard Life, with assets 
of £1,000,000,000 is the 
country s largest, most 
consistently successful, 
mutual assurance office. lt 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 
Now what more could he 
ask of you? 


y 1 1 , 
Y ith prohts endowment assurances taken out at age 3U 





























and maturing after | st March, 1973. 


£ 1.000 Policy 
effe ted in 


[erm in years 





Total Net Outlay) £865 £879 £893 £930 


Amount Paid 
in 1973 


£2 740 | £2.261 | £1.853 | £1,463 


The net outlay hgures assume that income tax was paid at 
the appropriate sta idard rates. All figures relate to poli ies | 


effected in the U.K. 


For the year ended 15th November 1972 Reversionary 
Bonus rates were £3.50% on the sum assured and £5.00% 
on attat hing ponuses. 

In 1963 Standard Life pioneered Special Claims Bonus 
for claims by death or maturity, and the rates have again been 
raised, currently increasing claim values from 1.5% on policies 
effected in the year ended 15th November 1967 to 52.5' 
policies effected on or before 15th November 1938. 


STANDARD LIFE 


For peace of mind. 


Established 1825. Assets exceed £1000000000. 
Head Office: 3 George Street, Edinburgh. 
Branches throughout the United Kingdom 
and the Republic of Ireland. 


/o on 
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Send for FREE PROSPECTUS THE COLLEGE OF TAXATION 


YOUR GUIDE TO SUCCESSFUL 
f as 21 OAKBURY ROAD 
TAXATION TUITION AND PRACTICE 

LONDON SW6 


Dept ACC. 
Telephone 01-736 8389 





Knight 
Frank & | 
Rutley 


Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery 

Fire Loss Assessors. 


20 Hanover Squar C, London wir 0AH Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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Would you take on the greatest 





with one hand? 


(That's the sort of task your clients may be taking on 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? Then you're prob- 
ably thinking of factoring as it used to be. Before the Nation- 
al Westminster Bank established Credit Factoring Limited — 
and brought a new professionalism to the industry. 

So open your mind, if you please, and contemplate the 
variety of invaluable services that Credit Factoring can pro- 
vide for many of your clients... 

e Clockwork-regular payment of all invoices at agreed 
maturity dates — or, if they want it, immediate payment on 
delivery or shipment. 

e Blue-chip advice on their customers’ creditworthiness — 
backed by 10096 guarantee against bad debts. 

@ Administration of their sales ledgers with an alacrity and 
precision attainable only with specialised computer tech- 
niques. (This alone will often save them more money than 
Credit Factoring's modest charges cost them.) 

e Coping with all the VAT problems that arise on their 
selling operations. 

e A wonderful smoothing of the way in their Common 
Market and other export transactions.* They maintain a 
single sterling account with Credit Factoring. Currency diffi- 
culties, customs duties, language problems, local collec- 
tions — all the vagaries of foreign trade are handled for them, 
while they receive regular payments right here at home. 

Even that imposing list doesn't cover all the possible 
advantages of factoring. For, very often, factoring produces 


an improved cash flow and immediate liquidity that enables 
businesses to expand without going outside for capital. 
Obviously this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of present 
opportunities. 

Lastly, an odd, intangible, but quite significant spin-off 
from your clients using Credit Factoring is that their custo- 
mers are pleasantly impressed. They appreciate the smooth 
efficiency brought to their dealings with your clients, and, 
like most businessmen, they are increasingly aware that 
using a factor speaks well for a firm's reputation and aware- 
ness of modern trends. 

If you think that some of your clients might benefit, find 
out more about Credit Factoring. Contact Chris Blower, 
Smith House, Elmwood Avenue, Feltham, Middlesex 
(telephone 01-890 1390) or your nearest NatWest branch 
manager. You could find that it's a knockout. 

*Our subsidiary Credit Factoring International Ltd. has 
offices in Benelux, Canada, Denmark, Finland, France, Italy, 
Republic of Ireland, Sweden, Switzerland; U.S.A: and West 
Germany. Also local agents in all other principal world 
markets. 


« Credit Factoring Limited 


A member of the National Westminster Bank Group 
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Cloth Caps in the Boardroo 


T adoption of limited liability made it possible to 
harness technological development and private wealth 
in nineteenth-century Britain, and with it emerged the 
structure of capitalist industry. That change in the law 
also brought about inevitably the divorce between owner- 
ship and management within British industry, and made 
possible the latest developments of the conglomerate and 
the take-over bid. 

The separation of shareholder control and the active 
conduct of affairs in the modern corporation has posed a 
number of problems; but it has been the emergence of 
the industrial giant and near-monopoly firm together 
with industry’s relations with the State which have at- 
tracted most interest, rather than the shareholders’ 
problems. More than a generation has passed since the 
well-known book, Shareholders’ Money, sought to remind 
directors where their true responsibilities lay. In this day 
and age, one gains the impression from some company 
statements that the board is rather more concerned with 
its public image and with buying off industrial disputes 
than with efficiency and the quest for profits. No doubt 
these goals are interdependent, but nowadays even the 
economists have accepted the fact that profit maximization 
is no longer the sole goal of management. 

More recently, encouraged no doubt by activities of 
asset-strippers, there has been increasing interest in the 
welfare of employees in companies which have been 
taken over, even if opinions on different cases seem at 
opposite poles. For rather longer it has been recognized 
that joint consultation and good communications between 
the boardroom and shop floor were the sine qua non of 
profitability, even if in practice management sometimes 
merely paid lip service to that thesis. 

On the Continent, the industrial structure and the role 
of trades unions therein has developed rather differently; 
there it was the institutions, rather than the private 
entrepreneur who financed the technological revolution 
of the nineteenth century. At the same time, the State 
had long maintained its interest in economic affairs. 





Now, with Britain's entry into the EEC, ‘the time has 
come for British industry to consider the implications for 
its future development of Community laws and regulations. 
There is already on the Community statute book a directive 
requiring the harmonizing of company law in the member 
states. In particular, it includes a proposal for employee 
participation at boardroom level. 

It is hardly surprising, therefore, that the problem of 
employee participation in what we may call the decision- 
making process within companies is now being actively 
considered on both sides of British industry. ‘The ‘Trades 
Union Congress has recently published an interim report 
from a sub-committee of its General Council entitled 
Industrial Democracy —a study which advocates worker 
participation in all major decisions affecting such key 
matters as investment policy, closures of plant, location 
policy, take-overs and mergers as well as product specializa- 
tion. It can fairly be remarked that there is little else of 
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ACC 
significance likely to be left to any other body to decide. 

Worker representatives, according to this thesis, would 
be appointed through the trade union machinery and they 
need not be employees of the company. The management 
of any company employing more than 200 employees would 
be divided into two boards; a supervisory and a management 
board. The supervisory board would also have the power 
of veto on appointments to the management board, quite 
apart from any policy decisions with which it did not agree. 
Worker representatives on the supervisory board should 
continue their full-time trade union work and would be 
appointed for two years although they might be re-elected. 

Government proposals for worker participation are 
likely to be put forward for public discussion in the 
autumn. In an address last Friday to members of the 
Institute of Personnel Management, Mr Dudley Smith, 
M.P., Parliamentary Under-Secretary to the DoE, dis- 
tinguished three forms of participation — in control, in 
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management and — “perhaps the most neglected of the 
forms of participation’ — in ownership. Though Mr Smith 
was careful not to pour cold water on the idea of worker 
participation, he suggested that the TUC might be going 
through the classic negotiating ritual of 'stating far more 
than you expect to get', and remarked that TUC ideas on 
worker participation had developed with amazing rapidity 
since Britain entered Europe. 

It is hardly surprising that Sir Michael Clapham, 
President of the Confederation of British Industry, should 
have expressed concern last month over the significance 
of the Brussels directive on employee participation. His 
experience, he told his audience, demonstrated the value 
of worker councils as a means of consultation, an approach 
which the TUC study did not find of particular, if any, 
merit. It seems that the debate on this issue is likely to be 
acrimonious. After all, it concerns not just the welfare of 
employees, but the future control of British industry. 





Unaudited Accounts 


HE need for accountants to make 


mendations contained in the new S19 
are that accounts should always be 
submitted to the client for approval 
before the accountant's report is 
signed, and written confirmation ob- 
tained that all relevant information 
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clear beyond all reasonable doubt 
the degree of responsibility accepted 
for any set of accounts which has not 
been subjected to a full audit has been 
emphasized on several occasions. To 
the layman, any set of accounts with 
which the name of a professional fim 
is associated — even if only by being 
bound in a printed folder with no 
other form of words annexed — is 
'audited', and the accountant will be 
damned as 'negligent' in the event of 
any subsequent shortcomings. 
Current guidance on reporting on 
the accounts of sole traders and 
partnerships, and on other statements 
for which an audit is not a legal 
obligation, is contained in section 84 
of the Members’ Handbook of The 
Institute of Chartered Acccuntants in 
England and Wales, reinforced by a 
reminder last year from the Institute's 
Professional Standards Committee 
(The Accountant, January 27th, 1972) 
and by specific instances which have 
come to light from time to time — the 
most recent in our issue of May 31st. 
In the light of experience of the work- 
ing of section S4 in practice, since its 
first appearance in May 1955, the 
Institute last week published a revised 


text which will be incorporated into 
the Handbook, later this year, as S19. 

The revised statement recommends 
a uniform approach by accountants in 
reporting upon the accounts of un- 
incorporated businesses, to the extent 
of recommending a standard form of 
report. A suitable form, it is stated, 
would be as follows: 

“In accordance with instructions 
given to us, we have prepared, with- 
out carrying out an audit, the 
annexed accounts, from the account- 
ing records of and from 
information and explanations sup- 
plied to us.” 

The recommended alternative 
courses of action in paragraphs 8 (a) 
to (c) of S4, it has been suggested, 
have proved insufficiently precise, 
giving rise from time to time to situa- 
tions of potential embarrassment. to 
members and to the Institute. The 
adoption of a standard practice is 
intended to ensure a clearer under- 
standing of the responsibilities accepted 
by members. 

Members are recommended in all 
cases to make clear to a client, both at 
interview and in the form of an 
engagement letter, the scope of the 
work to be performed. Other recom- 


has been made available; that accounts 
conform to accepted principles so far 
as is practicable; and that profes- 
sional charges are not described, in 
correspondence or elsewhere, as “audit 
fees”. 

In advance of its publication as a 
Handbook amendment, members of 
the Institute may obtain duplicated 
copies of the text of S1g on request, 
quoting reference TR 119. 


A Remarkable Career 
ZA TUER link with the early 


years of the profession was severed 
last month by the death of Mr 
Harold Hartley Blackburn, F.c.a., a 
former President of the Leeds, Brad- 
ford and District Society of Chartered 
Accountants, at the age of 9o. Mr 
Blackburn, who had been a member 
of the English Institute since 1906, 
was formerly senior partner of 
Blackburns, Robson, Coates & Co 
(now part of the practice of Robson, 
Rhodes & Co) — a firm founded in 
1844 by his grandfather and great- 
uncle as H. W. & J. Blackburn. 
Of the original partners, John 
Blackburn was a member of the 
foundation Council of May 1880, 
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until his death in 1883. Mr John 
Hartley Blackburn, father ‘of Mr 
Harold Hartley Blackburn, succeeded 
him as Bradford’s representative on 
the Council, a position which he held 
for a record term of 51 years. 

Mr Lawrence W. Robson, F.C.A., 
J.DIP.M.A., the present senior partner 
of the firm, writes: ‘Mr Blackburn 
was a man of great personal charm 
and wide interests. He was President 
of the Bradford Chamber of Com- 
merce in 1946-47, and its treasurer 
from 1955 to 1967. A keen tennis 
player for many years, he was treasurer 
of the Yorkshire Lawn Tennis Associa- 
tion for 50 years and, until recently, a 
regular visitor to Wimbledon.’ 


‘Invisible Trade 


AX discrimination against com- 
panies with income arising overseas 
is criticized by Sir Cyril Kleinwort, 
chairman of the Committee on In- 
visible Exports. Presenting the Com- 
mittee's report for 1972-73, he writes: 
“Unless the Government are pre- 
pared to be more helpful in the matter 
of allowing tax paid overseas to be 
offset against distributions in the 
United Kingdom, the companies 
affected are bound to take action which 
will have a harmful effect on our 
overseas investments. Either they will 
disinvest overseas, or else they will give 
priority to the acquisition of income in 
the United Kingdom, which in turn 
wil probably lead to the dilution of 
management skilled in directing over- 
seas enterprise.' 


Importance of invisible earnings 
in the UK balance of trade is, of 
course, well recognized. In only two 
of the last ten years has its visible 
account been in surplus, and in 
1972 a visible trade deficit of £692 
million was more than covered by a 
surplus of £1,424 million on private 
sector invisibles. The visible trade 
deficit in 1973 may be even larger. 

Against this background the Com- 
mittee notes with encouragement the 
significant level of earnings of the 
leading professions — including ac- 
countants — in 1971, of £113 million 
gross. For the same year, services of 
the City of London grossed {580 
million, including /381 million from 
insurance. 

In recent years, the UK's share of 
world invisible trade has been around 
12 per cent the second largest in- 
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dividual figure after the USA. Closest 
competitors are France, West 
Germany and Italy, each with between 
6 and 7 per cent. 





Exemption for 
Intermediate Companies 


OMPANIES at the intermediate 
stage of a consolidation — that is, 
holding companies which are them- 
selves wholly owned by a body cor- 


porate incorporated in Great Britain — 


stand to benefit from a concession 
announced last week-end by the 
Department of Trade and Industry, 
under powers contained in section 
454 of the Companies Act 1948. 
Such companies are at present 
obliged, by paragraph 15 (4) of 
Schedule 8 to the Companies Act 
1948, either to prepare consolidated 
accounts or to annex to their own 
balance sheets a statement of the 
reasons for not doing so, together 
with details of the subsidiaries' profits 
and losses and any qualifications in the 
audit reports of the subsidiaries. 
Under the projected Companies (Ac- 
counts) Rules, which are expected to 
come into effect on July 31st, details 
of the subsidiaries! profits and losses 
will be excused, provided that a 
statement is annexed to the balance 
sheet, showing that the value of the 
company's investment in its sub- 
sidiaries is no less than the figure 


Mr W. Bruce Lyster, A.C.A., 
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stated in its balance sheet. The primary 
purpose of this provision is to protect 
the interests of creditors. 

It will still be necessary to make 
individual applications for exemption 
from paragraph 15 (4) when the 
applying company is not wholly owned 
by a body corporate incorporated in 
Great Britain, or for permission not 
to state either the reasons for dis- 
pensing with consolidated group ac- 
counts or the existence of audit 
qualifications on a subsidiary's ac- 
counts. In practice, it has been 
pointed out, exemption from these 
requirements is hardly ever granted. 


Delays at Companies 
House 


ELAYS in approving the name 
proposed for a limited company, 
and in filing documents, have been 
substantially reduced despite a greatly 
increased flow of applications for 
incorporation. The latest periods of 
time involved have been approximately 
five weeks for approval of a proposed 
name, one week for registration of 
that name and two weeks for filing of 
documents. During the first 25 weeks 
of 1973, 120,000 applications for 
incorporation were received, compared 
with 80,000 and 66,000 for the 
corresponding periods of 1972 and 
1971. 
Giving these figures in the course 





is invested as Chairman of the Dublin Society of Chartered 
Accountants by his predecessor in office, Mr N. E. Judge, F.C.A. A report of Mr Lyster's 
election appears elsewhere in this issue. 
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of a Parliamentary reply earlier this 
month, Sir Geoffrey Howe, a.c., 
claimed that the situation was con- 
tinuing to improve, and that further 
measures would be taken as necessary. 
Steps so far taken include the re- 
cruitnent and training of a sub- 
stantially increased staff, mechaniza- 
tion, and the use of computer systems. 


Capel House, Enfield 


HE educational funds of The In- 

stitute of Chartered Accountants 
in England and Wales have recently 
been augmented to the extent of about 
£300,000 under a most generous gift 
made in 1953 to the then Society of 
Incorporated Accountants by Colonel 
D A Medcalf, -0.5.£; $D,- DL. 
Through the good office of Mr H. W. 
Petherick, a member of the Society, 
Colonel Medcalf gave to the Trust his 
very fine family home (standing in 














"m 

1 X 

uw aL ^ > * 
q AE 


" 

v Ds 

=F "le 

E y. - J 
z e 
d Y f 


about 53 acres of gardens and agri- 
cultural land) and a substantial endow- 
ment fund. 


His purpose was two-fold — to pro- 
vide funds for accountancy education 
and to ensure that if possible “a place 
of quiet and charm created by those 
who came before might be cherished 
for as long as possible by those follow- 
ing after”. Following the 1957 integra- 
tion of the Society with the Institute, 
a Trust was established, the trustees 
being in part those who had been 
named by Colonel Medcalf and in part 
those appointed by the Institute. 


For many years, Capel House has 
been let to the Enfield Council for, 
educational purposes, including par- 
ticipation in the educational pro- 
gramme of the Institute. The house 
and grounds have been excellently 
maintained and have been fully used. 
Arrangements have recently been com- 





Government Aid for ICL 


FURTHER 25:8 million — 

making, with the sum of £14-2 
million approved last year, a total of 
£40 million — has been voted by the 
Government in support of Inter- 
national Computers (Holdings) Ltd 
(ICL). This contribution, principally 
to maintain the company's programme 
of research and development, has 
been influenced by the scale of 
assistance provided by other govern- 
ments to ICL's overseas competitors. 
Arrangements have been agreed with 
ICL for the recovery of both these 
grants in aid. 

Announcing the Government's de- 
cision, Mr Christopher Chataway, 
Minister for Industrial Development, 
said: 

‘Under its new management, ICL 
has made excellent progress. The 
company faces a period when research 
and development expenditure in de- 
veloping its new range of computers 
will be very large in relation to the 
total size of the undertaking, and 
government support has therefore been 
under consideration for the period to 
1976. 

‘During this period, apart from the 
government assistance towards the 
cost of research and development 
which has been proposed, ICL ex- 
pects to be able to finance its growing 


business from its own resources. 
However, should the requirements of 
the business exceed expectations during 
this period and additional funds be 
needed, GEC and Plessey in their 
capacity as principal shareholders of 
the company have undertaken to 
procure the raising of additional 
capital by the shareholders of ICL up 
to an amount of £15 million, provided 
they are satisfied it will contribute 
towards ICL's development as a 
profitable company. 

“The Government believes that, 
against this background, further sup- 
port of ICL, of the launching aid type, 
is justified ... 'The basis for these 
arrangements with the company and 
the principal shareholders is that 
ICL's forward plans and forecasts 
indicate that no further financial 
assistance will be required or sought 
from the Government after 1976. 

"These plans and forecasts are based 
on ICL's stated policy of a high 
degree of retention of earnings. This 
implies a minimal distribution by way 
of dividends; however, should cir- 
cumstances change and the company 
decide that its position justifies the 
recommendation of a higher dividend, 
the Government will be notified and 
will have the right to vary the arrange- 
ments for further R & D support in 
the event that such higher dividend is 
paid.” 
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pleted for the sale of Capel House t 
the Council. In consequence, both th 
purposes intended by Colonel Medcal 
have been achieved — to the great bene 
fit of the educational programme of th 
Institute. 


Institute's Annual 
Church Service 


EMBERS of The Institute o 
Chartered Accountants i1 
England and Wales, led by the Presi 
dent — Mr E. K. Wright, M.A., F.C.A. - 
the Deputy and Vice-Presidents anc 
other members of the Council, las 
week attended their annual service o 
dedication at the church of S 
Margaret, Lothbury. The service 
conducted on this occasion by th 
Rev. Basil Watson, O.B.E., M.A., RN. 
vicar of St Lawrence Jewry, includec 
the hymns ‘All people that on earth de 
dwell’ (Old Tooth), “Lead us, Heavenly 
Father’ (Mannheim) and “These things 
shall be' (Tallis's Canon). The lesson 
from chapter 2 of the Epistle of S 
James, was read by the President. 
The concluding organ voluntary 
was J. S. Bach's prelude and fugue ir 
E minor (BWV 533) and an offertory 
was taken for the Chartered Ac- 
countants' Benevolent Association. 
Elsewhere in this issue we reproduce 
the address given on this occasion by 
the Rev. Ian Ogilvie, M.A., Chaplain of 
Sevenoaks School. 


Employment of Disabled 
Persons 


MPLOYERS of 20 or more per- 

sons, it may not be generally 
realized, are under a statutory obliga- 
tion to offer employment to registered 
disabled persons, up to a quota of not 
less than 3 per cent of their total 
labour force. 

For divers reasons, the quota scheme 
is widely disregarded. Statistics pub- 
lished by the DoE recently showed 
nearly 35,000 firms — nearly 60 per 
cent of all those liable to the quota 
obligation — as being below quota in 
1972, and 14,000 of these had not 
complied with their quota at any time 
during the previous five years. The 
overall level of quota compliance has 
not reached 3 per cent since 1961, 
but has declined to its 1972 level of 
2.1 per cent. 

It is recognized, of course, that a 
significant number of persons entitled 


In a busy solicitors practice- 
effective control matters! 


Matter Control + Accounts and Analysis + Time Recording ... 





are all incorporated in a new Management and Accounting System for Solicitors 


Designed by an independent consultant with wide 
experience of the administrative problems of a 
Professional Practice, a new management accounting 
system has been developed specifically for Solicitors. 

The system, which will be run on SIA's £2 million 
CDC 6600 computer, can be tailor-made to cater for 
any size of practice. 

It incorporates the recording of all information for 
file registration and progression and meets the 
requirements of the Solicitors' Accounts Rules. 

The information produced is in clear non-technical 
language and can be read without any knowledge of 
computer procedures. An automatic check of all 
input information ensures accuracy. 

Comprehensive management information is 
provided by linking the file registration and control 
directly with the accounting. 


metra group 





Service in Informatics €r Analysis Limited 
Ebury Gate 

23 Lower Belgrave Street London SW1W ONW 
Telephone 01-730 4544 


Time recording can be incorporated when 
required thus giving complete and efficient 
control of a legal practice. 

Processing can be done to an agreed time-table as 
frequently as volume demands. The system also 
covers VAT calculations and gives an instant check 
of clients’ balances without reference to the computer. 

The system is fully flexible and increases in volume 
of work can be easily accommodated without the 
need for additional expensive staff. 

The new system is available at SIA's Victoria 
headquarters, branches in Manchester and Edinburgh 
and from terminals located in clients’ own offices. 


A presentation on the system will be held on 
19th July 1973 at SIA's offices in London. 
For further information return the coupon. 


(22 e e m 


lease give me further details on the Solicitors' 


Management Accounting System. [7 i 
| would like to attend the Presentation. [O] 
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THE 


Specialized Tuition for the 


Examinations of the 
Institute of Chartered 





politan College students have gained over 


Accountants 


At the examinations leading to the qualification of Chartered Accountants, Metro- 


11,000 SUCCESSES AND 350 HONOURS 


including fifty-six first places, thirty-eight second places, sixty-six third and fourth 


places, and numerous prizes, medals and scholarships, 

* The Metropolitan College offers you the benefit of 
more than sixty years' accumulated experience in 
examination coaching. 
A guarantee of coaching until successful. 

* Helpful, up-to-date study notes, mostly in printed 
pocket-sized booklet form. 

% Adequate test practice and tutorial criticism. 

% Invaluable self-examination questions. 

% Official publications of the Institute, appropriate 
to the Intermediate and Final examinations. 


JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open to 
members of the Institute and have been instituted to 
improve the standard of accounting services and 
to encourage study in the increasingly important field 
of business administration and organization respec- 


LINKED PRIVATE 
STUDIES 


The Luton College of 
Technology and Metro- 
politan College now 
offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
—to assist students in 
areas of X weakness. 
Week-end residential 
‘Punch’ courses — for 
intensive concentration 
on particular subjects. 
For details of these, and 
other linked courses 
write to:- Metropolitan 
College, St Albans. 
AL! 3NE 
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LEWIS, COATES & LUCAS LTD 





LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


inclusive 





tively. When applying for particulars of the College's 
expert postal courses, please specify the examination in which interested. 

Write today for a free copy of this college ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1141), or CALL at 30 Queen Victoria Street b 
London EC4N 4SX. Telephone 01-248 6874. After Office hours (5 p.m. 
Monday to Friday) telephone messages are recorded electronically. 


Metropolitan College 


Founded 1910 — 
Member of the Association of British Correspondence Colleges. ST ALBAN S 


Accredited by the Council for the Accreditation of Correspondence Colleges. 


F 








38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) 














SUBSCRIPTION ORDER FORM 


Please send The Accountant each week until further notice, commencing with the issue 


(Principal, head of department, or tutor) 


Remittance enclosed £ Boso: MESE eC IE ERU Son N pS 


Rates: £20 for two years; £10-50 for one year; £5:35 half-year. 
Airmail edition £14-25 for one year; £7-25 half-year. 
Students' concessional rate £6 per year. 


THE ACCOUNTANT, 151 Strand, London WC2R 1JJ Telephone 01—836 0832 


Make sure of your own copy 
of THE ACCOUNTANT 
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Subscription 
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ACCT 12/7/73 


— '''áAWlluv- 


July 12th, 1973 


to register prefer not to do so, whether 
from personal preference or on medical 
advice — particularly where mental 
disturbance is involved — and there- 
fore do not figure in the quota statis- 
tics. Nor does the DoE have any effec- 
tive means of disputing an application 
for a permit to engage unregistered 
candidates where either there is no 
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disabled person available for a parti- 
cular vacancy, or one whose name is 
submitted is rejected by the employer 
as unsuitable on other grounds. 
Though the quota scheme may have 
fulfilled an educative function to some 
extent, it is also open to objection on 


several grounds — including its 'segre- 
gation' of the disabled as a particular 


4 


class, and the fact that it sometimes 
places DoE officers in an invidious 
position. 'The Department has accord- 
ingly issued a consultative document 
which canvasses several possible alter- 
natives to the present scheme. 

Copies of the document, The Quota 
Scheme for Disabled People, are avail- 
able on request from DoE offices. 


THIS IS MY LIFE 


The Human Element 


by An Industrious Accountant 


ROWN’S big electronic components firm are at present 

computerising their accounting system so I asked 
Briggins, their financial controller, to lunch to compare 
notes. We're making slow, albeit efficient, progress on our 
own project so advance warning of pitfalls to come seemed 
a good idea. 

Briggins was more wild-eyed than I remembered and his 
hand shook as he reached for his Martini. Yes, he said, 
he'd found pitfalls. In fact, he was still deep in the latest 
one. 

He'd pre-planned his critical path carefully, of course. 
He'd hand-picked two good juniors to practice preparing 
the input data sheets for each operational stage, as strict 
control of the work-in-progress stocks was an essential 
feature of the job. He'd appointed his deputy typing-pool 
supervisor, Daisy, and two of her experienced assistants, 
to learn the punching and verifying. He'd provided them 
with separate rooms to minimize interruptions and with a 
computer company representative to visit them regularly. 
What more could they expect, in heaven's name? 

It seemed adequate to me, I said cautiously, and he 
laughed a hollow laugh. Like hell it was adequate! Just 
listen! 

Daisy and her girls, accustomed to chit-chat with the 
office staff during their copy-typing, found their new 
privacy dull and lonely. Punching all day was soul-killing, 
they said. Besides, they'd now acquired an additional skill 
and should be up-graded with a rise in pay due to their 
flexibility. Daisy's uncle, it appeared, was a trade union 
official and she didn't miss a trick. 

Daffodil, the typing-pool supervisor, found her three 
replacements disinterested, couldn't-care-less, and quite 
inadequate. Harassed by summer holiday absenteeism 
she contracted out the new sales-drive advertising cam- 


paign literature to a typing bureau, which unfortunately 
omitted two vital paragraphs. The campaign was held up 
and the sales manager was going berserk. 

One of the input-data clerks resigned because he said the 
work was just so-and-so slave-labour. The other liked it — 
so much, in fact, that he left last week to make a career for 
himself as a programmer. 

Briggins' elderly personnel manager told Daisy it was 
against official company policy to grant salary increases in 
mid-year, but he promised her his sympathetic con- 
sideration after six-months' satisfactory experience. The 
computer rep. ‘came the acid”, in Dicken's phrase, with 
the three rebels, whereupon they walked out. No shortage 
of good typing jobs nowadays, they smirked, in nice big 
open offices where the salesmen gave you boxes of choco- 
lates at Christmas. 

The half-year's accounts would run late, the personnel 
manager had gone on sick leave, Daffodil's girls were on a 
go-slow, and the managing director was coming from 
London with fire in his eye, said Briggins. What should he 
do next? 

Any bright suggestions? 
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The Accountant in Europe 


Certified Accountants’ Summer School 


HE 1973 week-end school of The 

Association of Certified Accountants 
at St John's College, Cambridge, was 
opened last "Thursday by Mr William 
G. H. Clark, F.C.C.A., M.P. Introduced by 
Mr G. H. Rees, F.c.c.a., Vice-President 
of the Association, Mr Clark said that it 
was a suitable time at which to review 
how Britain had come into the EEC. 

He traced the application under suc- 
cessive governments, and said that a 
united Europe meant eventuallv a Europe 
united in political union. It was essential 
economically representing a group of 
two hundred million people; but the UK, 
to succeed in Europe, must ensure that 
its own basic economy was sound. ‘The 
UK also had the problem of running 
down the system of imperial preference 
and of a common agricultural policy; 
and the UK capital taxes system was 
higher than that of Europe. 


Two-tier 'gimmick' 

Mr Clark attacked the proposals for 
worker participation as a gimmick; why 
he asked, need companies have two types 
of director? He also referred to the frag- 
mentary state of the UK accounting pro- 
fession and wondered whether pressure 
would have at some stage to be put on 
the government to achieve unity. 'It is 
up to each one of us to ensure that the 
Common Market works”, he said. “With 
your expertise and your efforts, I believe 
it will succeed.’ 

The Chairman welcomed delegates 
from other member-countries of the 
EEC, including those from Belgium, 
Denmark, France, Germany, Italy and 
the Netherlands. 

The first paper was presented on 
Friday morning by Mr Robin Waldron, 
F.C.A., F.C.C.A., C.P.A., F.R.S.A., a member 
of Council, under the chairmanship of 
Mr A. W. Nelson, F.C.C.A., F.T.LI., 
immediate Past-President of the Associ- 
ation. Speaking on ‘Company Law in 
Europe’, he advised delegates to con- 
centrate not on differences between the 
countries in Europe but on the consider- 
able common ground being established. 
The principal features of his paper in- 
cluded consideration of the regulations 
in each of the EEC member states, 
including a reference to the ‘tax-haven’ 
situations in Luxembourg and the Chan- 


nel Islands; the ‘Eurocompany’; steps 
towards harmonization; and probable 
future trends. 

Many speakers, said Mr Waldron, had 
tended to regard the discussion area of 
company law as contained in the United 
Kingdom only — forgetting not only that 
the Irish Republic was a member of the 
EEC in its own right, but also that the 
present company law varied between 
Northern Ireland and the rest of the UK. 


Public or private ? 


It seemed clear that the present reluct- 
ance of the EEC Commission to recog- 
nize that the UK had small companies 
as well as large companies derived in 
large part from its single Companies 
Act, even though both Northern Ireland 
and the Irish Republic had retained the 
‘exempt company’ from 1967. This might 
well lead to separate legislation for the 
small company in due course, as well as 
the forthcoming revision of company 
law to complete the task commenced 
with the Companies Act 1967 — of which 
British accountants had had some years’ 
practice. 

Among the prospects for accountancy 
in Europe, Mr Waldron foresaw an 
expanding capital market; two-tier com- 
pany boards; a unified accountancy pro- 
fession in the UK itself; and ‘a recogni- 
tion by the older Europeans of the strength 


Discussion Group C, with Gro 
(Netherlands), EEC delegate, on his right. 


and value of our professional institution 
and methods of training, and a no les 
high regard for theirs on our part’. Th 
profession had a most exciting future t: 
look forward to. 


He did not see complete harmonizatio: 
of accounting without taxation harmoniza 
tion — which he thought would be difficul 
without a united Europe. He wanted t: 
see a European private company, an 
suggested that the UK system of commo: 
law, statutes and case law would con 
tinue, notwithstanding the introductio: 
of legislation to bring into effect harmon 
ized laws about accounts and othe 
matters. He saw some positive value 1 
statutory reserves. 


The second paper, on “Taxation i 
Europe', was given by Mr L. F. Pocock 
F.C.C.A., chief accountant and taxatio: 
manager of the Royal Insurance Grouj 
and a member of the Association’ 
Council, with Miss Vera Di Palma 
F.C.C.A., F.T.LL, another member o 
Council, in the chair. He outlined th 
three systems of corporate taxes in th 
EEC -the ‘classical’, ‘split-rate’ an 
‘imputation’ systems — indirect taxatio1 
and VAT rates, steps taken toward 
harmonization and the establishment of : 
standard treatment of groups of com 
panies, of holding companies and Euro 
companies, and the problems of doubl 
taxation relief. 
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Between sessions. Left to right: S. O. Adeyemi, S. Rose, G. H. Rees (Vice-President of the 
Association), Mrs H. D. Gelderloos, R. Niehus (Germany), W. de Bruijn (Netherlands), H. D. 


Gelderloos (Netherlands). 


Tax philosophies, he believed, could be 
harmonized before tax rates (which 
might have to await European integra- 
tion). Double taxation agreements with 
the UK were being renegotiated, the 
first country affected being Denmark. 
This threw an interesting light on the 
nature and varying rates of the relief 
depending upon the degree of invest- 
ment — an aspect showing undue bias, but 
one which could be altered as time went by. 

Dissection of Mr Pocock's paper by 
the conference study groups yielded over 
30 questions, all of which he answered 
directly and concisely, affirming his belief 
in the universal adoption of an imputa- 
tion system in the EEC and a gradual 
movement towards simplification of tax 
principles. 

Mr J. P. Landau, F.c.c.a., a Past- 
President of the Association, commented 
that many businesses, in the UK as well 
as in Europe, tended to produce accounts 
to meet tax circumstances. Mr Pocock 
also agreed that the UK tax system before 
1965 had had some ideal elements which 
were lost with the introduction of the 
“classical” system at that time. He hoped 
that the harmonization of taxation would 
result in the allowance of proper business 
expenses — including entertaining. 


The Netherlands scene 


Mr H. D. Gelderloos, of the Nether- 
lands Institute of Registered Accountants, 
took the chair of the next session, when 
his colleague Mr W. de Bruijn gave his 
paper on ‘Commercial Practice in the 
Netherlands and the EEC’. 

Mr de Bruijn referred to changes in the 
law which would lead to the lesser use of 
certain forms of partnership, and to the 
definition of the merger accepted in 


Holland as an acquisition of shares, as 
against the legal merger envisaged in the 
third directive. In this connection he 
spoke of the reports required from ac- 
countants on asset values, fairness of the 
ratios, the profit forecasts and accounting 
policies, and said that Dutch accountants 
were not happy at the prospect of ac- 
countants being asked to certify that 
merger terms were correct. They could 
do no more than express an opinion as to 
whether the basis of the figures was 
reasonable. 

His paper included observations on 
forms of business association, Stock 
exchange practice, monopolies and 
mergers. Questions were particularly 
asked about the position of trades unions 
in merger discussions, the possibility of 
‘insider’ deals and the position of 
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bankers in dealing directly in the stock 
market. 

Mr de Bruijn reassured questioners 
about the role of trade unions, who in the 
Netherlands had proved helpful in 
mergers and seldom used their power to 
strike. The Amsterdam Stock Exchange 
had power to suspend dealings if the price 
of a share moved by 15 per cent between 
one day and the next. No regulation 
existed to cover the possible conflict of 
interest in a bank's dealings though 1t was 
admitted the question might arise. 

A parent company it was confirmed, 
could take responsibility for a subsidiary 's 
debts, by filing a statutory declaration 
and could withdraw the arrangement 
again from a given date on filing a further 
notice to that effect. A German spokes- 
man commented that this could only be 
applied by one A.G. [Aktiengesellschaft, 
or public company] to another by specific 
agreement between the two companies, 
registered with individual creditors. 


Guest night 


The principal guests at dinner on Satur- 
day evening were the Mayor of Cambridge 
and the Chairman of Cambridgeshire 
County Council. The President of the 
Association, Mr T. O. W. Newman, 
F.C.C.A., F.C.L.S., welcomed delegates and 
guests and a reply was given by Signor 
A. Pea, Vice-President of the Consiglio 
Nationale dei Regioneri e Periti Commerciali 
and a member of the Consiglio Nationale 
dei Dottori Commercialisti of Italy, on 
behalf of the European accountants 
present. 

On Sunday morning, a distinguished 
panel of European accountants from 
Belgium, Denmark, France, Germany, 
Italy, Luxembourg and the Netherlands 
answered questions on the structure of 
the accountancy profession in the EEC. 





Discussion Group E, with Mr F. Nicholls, Group Leader, second from right. 
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Reviewing Management Control 


Internal Auditors Summer School 


HIS year's summer school of the 

Institute of Internal Auditors, organ- 
ized by its London Chapter, drew more 
than 80 members to Clare Hall, Leicester. 
Opening the proceedings, Mr Anthony 
Whittaker, M.A., F.C.1.S., a Past-President 
of the London Chapter, emphasized that 
the programme had been drawn up as a 
participative exercise and not on the 
principle of listen and learn?. 

Mr J. Wotherspoon, of Unilever, then 
produced the first case study, which 
introduced his audience to the problems of 
the "Tan Oil Co”, operating a vegetable 
oil extraction plant in one of the further 
areas of the Far East. 


Plantation accounting 


Tan Oil's plantation had been established 
some twelve years previously, and was 
now at a level of maturity when maximum 
yields and profitability might be expected. 
However, operations over the past three 
years had shown declining oil extraction 
rates and increased wastage — reflected in 
increased levels of oil in the effluent from 
the extraction mill; also losses of the order 
of 10 per cent in plant down-time and a 
fourfold increase in maintenance costs 
over the years 1970—72, even though the 
mill was operating at no more than four- 
fifths of its standard capacity. 

There were also a number of control 





Two of the organizers of the School — Mr 
B. W. Schwarz, B.Sc.(Econ.), A.C.M.A., 
(left) and Mr A. Whittaker, M.A., F.C.I.S. 


shortcomings at all stages of the opera- 
tion, for which the accounts department 
- described as “small and poorly organ- 
ized', and under the management of an 
accountant so-called, who was in fact a 
good book-keeper of no particular pro- 
fessional persuasion. — did not escape 
criticism. Control procedures over the 
recording of incoming fruit for processing 
could be improved; there was an undesir- 
able concentration of duties; credit control 





Exemplifying the international coverage of internal audit: (/eft to right) Messrs T. Reid, A. 
Husain, Z. Mlynowski, R. Seevaratnam, W. Morrissey, R. Kishor, L. H. Thomas and J. Wolkind. 


was lax and frequently abused by severa 
substantial debtors who took inordinat« 
credit, resulting in sales ledger balance: 
equivalent, at the end of 1972, to eight 
months' sales. 

Needless to say, this state of affair: 
provided members, both in syndicate: 
and in plenary session, with a fruitful are: 
for examination — accompanied, appro- 
priately enough, by rainfall of monsoon 
intensity which persisted for severa 
hours. Few areas of possible abuse 
escaped notice, though one or two observa- 
tions perhaps failed sufficiently to recon- 
cile the ideal with the attainable, in a 
remote area where communication with 
‘headquarters’ may depend on radio, and 
a company aircraft with a pilot capable ol 
landing it in 12 inches of water on 4 
minimal airstrip ! 


Food marketing 


A second case study, presented by Messrs 
David Hamby and Malcolm Green of 
Brooke Bond Liebig, brought the school 
to a later point in the chain of economic 
distribution, with a food manufacturing 
and marketing company offering some 500 
product lines in 20 groups. Members were 
asked to assume that they had been called 
upon at short notice to take over the 
examination of ‘Grupordit Foods’ sales 
and marketing controls; and to identify, 
with the existence of a particularly de- 
tailed folder of information, the main 
points for investigation in the areas of 
sales representatives’ control (bearing in 
mind that commission accounted for 
about one-third of representatives’ 
salaries); sales administration, including 
test marketing; and aspects of EDP, 
finance and statistics. 

Syndicates made good use of the time 
allowed for dissection of this case study, 
and at the plenary session their leaders 
clearly identified most of the areas of 
weakness in the model answer. Control 
of sales representatives, in particular, 
appeared grossly ineffective; visits and 
calling schedules were not controlled 
against targets, while some returns were 
missing and others overstated. 

Other areas open to criticism included 
a lax control over stock; the relative ease 
with which credit control procedures 
could be by-passed; and the use of manual 
systems where EDP was available. 
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Computer installation 


Computer security, and control of a sales 
system, formed the subject of a third case 
study, presented by Mr Alan Evans of 
Unilever. The source material, he said, 
included a significant number of areas 
of weakness; and, while he doubted 
whether any one system would have them 
all, he had personal experience of 
various installations in which all (save 
perhaps one) had at different times been 
present. Solution of the case study would 
thus provide members with an opportun- 
ity of creating, in effect, their own check 
list of points to watch in appraising 
installations in future. 

Among the shortcomings identified 
were lack of standby facilities; inadequate 
precautions against fire and vandalism; 
risk of files and documentation all being 
lost in the same catastrophe; no control 
over unauthorized access to the installa- 
tion, allowing, e.g., programmers seeking 
to ‘test programs’ to have access to 
operational files (ideally these should be 
locked away, or test running should be 
performed by operator); lack of trained 
operators for sickness and holiday reliefs; 
and the need to treat stationery from 
spoiled runs as confidential waste. 

In all, the model answer disclosed 25 
faults in the computer installation itself, 
and a further 21 in the sales system; most 
of which the syndicate discussions suc- 
ceeded in identifying and, in several cases, 
enlarging upon. Clearly, this study pro- 
vided a powerful corrective to com- 
placency in computer application! 

Saturday morning’s session was 
addressed by Mr Andrew Chambers, 
B.A., A.C.A., Of the City University’s 
Graduate Business Centre, who has been 


THE 


ACCOUNTANT 


45 





‘Three Little Maids from School’? — Mrs E. Cosgrove, B.Com., C.A. (/eft), Miss K. Brown and 
Miss G. H. Roberts. 


closely associated with the Institute in 
development of its educational pro- 
gramme. He reminded his audience of the 
City University's one-year M.Sc. course 
in management studies, for which a 
recognized professional qualification was 
accepted as the equivalent of a first 
degree; and suggested that an appeal 
might be launched with the ultimate aim 
of founding a chair of internal audit — a 
subject as yet completely undeveloped in 
the universities. 


A valuable work 


Mr Chambers devoted the greater part of 
his time to a review of L. B. Sawyer's 
The Practice of Modern Internal Auditing 
(Institute of Internal Auditors, New 





Opening the final session: Mr Alastair Murray (chairman) flanked by panel members Messrs 
A. Whittaker, B. W. Schwarz, A. D. Chambers and L. Roworth. 


York, 1973) which he said was one of the 
greatest contributions, if not in fact the 
greatest, to internal audit literature. 
Despite a number of detail imperfections, 
he saw ‘nothing in remotely the same 
league as this book', and forecast that it 
would not be knocked out of the first 
division for some time to come. 

There were indications that the book 
had had its origin in the internal audit 
manual of an American corporation; it 
was extremely practical, and contained 
few Americanisms that might grate upon 
the English ear. 

It was a weakness of Sawyer's work 
that it included nothing on keeping 
audit manuals up to date, or on training 
staff to work from manuals. Mr Chambers 
suggested that the only effective means of 
updating might be to have a double 
supply of manuals, half of which would be 
called in for centralized updating while 
the others were in use, since in his 
experience it was not possible to rely on 
staff inserting amendments regularly and 
promptly. There were a number of 
aspects of the relationship between in- 
ternal and external auditors which might 
usefully have been examined in detail. 


International conference 


Before the final panel session, in which 
Mr Chambers joined with Messrs 
Anthony Whittaker, B. W. Schwarz 
and L. Roworth, the session chair- 
man, Mr Alastair Murray, reminded 
members that the London Chapter would 
be hosts to the Institute’s forthcoming 
1974 international conference at Gros- 
venor House. This, he said, was the first 
such conference to be held outside the 
United States, and enthusiastic support 
had been promised from the American, 
Scandinavian and Paris chapters. 
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Reporting on 
Internal Control 


by AHMED ABO-HEBEISH (USA) 


During the past few years, a considerable number of articles 
have been published discussing the question of reporting 
on internal control by the independent auditor. In the 
course of a research study, attempting to find a solution 

to all problems encountered in such reporting, the author 
had to search first for the fine meaning of the term ‘internal 
control”, its elements and objectives. 


d word ‘internal’ in the term ‘internal control’ 
describes the source of control; but referring to control 
as internal or external does not alter the meanings implied 
in the word ‘control’. This came originally from a French 
word contre-rolle, and is defined in Webster's Dictionary 
(1966) as 'conterolle copy' of an account, audit, counter- 
roller, which comes from the original French word con- 
treroller. 

The word control, then, is comprised of two words, 
first, contre which means counter, or against — or, in 
accounting terms, variances or deviations; second, “roll”, 
which means function, or plans, or predetermined standards. 
Kohler's Dictionary for Accountants (1970) has defined 
'control' in the same way, as 'the process by which the 
activities of an organization are conformed to a desired 
plan of action, and the plan is conformed to the organiza- 
tion's activities. Management science defines control in 
the same way; for example, Henry Fayol! defines control 
as 'a process of verification to check things happening in 
accordance with policy, plans and orders followed by 


appropriate action'. 


Elements of internal control 


Accordingly, the meaning of 'control' — in simple terms 
— is to uncover all performances which do not adhere to 
the organization's plans, by accounting for all the variances 
and deviations. Accounting for the deviations should not 
be the ultimate goal of the organization; follow-up on the 
deviations and taking corrective action by management 
should be the end result of control. 

Control consists of four basic elements and an endless 
number of sub-elements. Two are expressed in the word 
‘control’ and the other two are implied by performance and 


follow-up. 


Predetermined plans. It is essential in our modern economy 
that an adequate organizational structure be developed to 


carry out management's objectives. The type of structure 


1 Fayol on Administration, by M. B. Brodie (Lyon, Grant & Green, 


London, 1967). 
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will necessarily depend on the nature of the business, it: 
size and number of divisions. The basic structure should be 
flexible enough for expansion or changing conditions not tc 
disrupt the basic structure. In developing such a plan o: 
organization, two basic features must be considered 
independence of department, and existence of the line o 
responsibility. In other words, responsibility and authority 
should be defined and fixed, and jobs should be wel 
described. 

A budget is a quantitative expression of a plan of actior 
and an aid to co-ordinate and control. It is basically a fore- 
cast financial statement and a formal expression of man- 
agerial goals. 

Policies refer to a set of rules that guide and goverr 
action, or a collection of stated or implied intentions of ar 
organization; procedures are defined as a particular way o! 
accomplishing something or of acting. In practice, com- 
panies usually issue a manual that includes the organiza- 
tion’s by-laws, such as policies regarding employee- 
employer relationships. In summary, the company should 
have stated policies and procedures (method to execute 
policies) in general terms. Detailed procedures are con- 
sidered in the second element. 


Detailed procedures 


Performance: After the organization has established its 
plans, the course of action which should follow is to put 
them into effect. Since internal control is concerned with 
deviations of actual performance from the planned, the 
organization should adopt a system (or systems) to guarantee 
proper reflection of the actual performance on its books. 
The system should be designed in a way to prevent and 
eliminate all deviations resulting from clerical inaccuracy. 


The following are a few features of a proper system: 


(1) A flow chart of documents, and manuals of procedures to 
cover accounting, managerial, and statistical records to 
be maintained by the organization; 

(2) Pre-design forms to serve the purposes of each depart- 
ment, using the preprinted serial number whenever 
possible. 

(3) Internal check to provide an automatic proof of accuracy. 


Deviations and variances. It should be emphasized that 
improper recording will result in incorrect variances which 
could distort the end result of the organization's activities. 
There are a few points that should be highlighted: 


(1) Zero variances do not exist in reality and should be 
examined in more detail whenever they appear to be 
shown. 


(2) Variances may be computed in one or more units such as 
dollars, hours or items — whichever is regarded by manage- 
ment as the most significant term. 


(3) Reporting of variances may take the form of tables, 
schedules, or predesigned formats. 


(4) The department which gathers the data and prepares the 
budget should be in charge of computing and reporting 
variances. False deviations resulted from comparing data 
computed on different bases will mislead the user of the 
reports. 


Follow-up. Deviation from budgeted figures may be 
either very small or material enough to justify investigation. 
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It is ; unrealistic to investigate any ad every variance. It 1 IS | 
for management to determine which items should be in- : 
vestigated further and reported upon by the internal audit. 
department. Investigation may reveal. the causes of: devia- : 


tions as follows: 


. (x) External factors; variances may result from enteral 
factors which could not be predicted at the time Mie 
organization prepared the budget. Eos 


(2) Internal factors; variances may result either from wrong - 


prediction and unrealistic standards, or from deficiency: 
^ in the internal system. which allows either waste or 
. improper récording of the actual achievement. 


Computing and reporting variances is not,the ultimate 
goal of control Corrective action is required by man- 
agement either to promote efficiency and develop per- 
formance in the organization, or to consider. external . 
factors in more depth in preparing the plans and budgets ` 
for the following year. 

Based on the definition of itera control, introduced 
in this article, we may conclude thàt the objective of 


-. internal control is to help management to operate the -: 


organization in a scientific manner, towards a à predeter- 
mined goal. = > | (el CÓ a 


New akaroa to reporting = 
Reporting on internal control is to report on its elements — 


disclosing the existence of all elements and a they: 


. are functioning properly. . | 

The traditional financial. statements and statement of 
changes in financial position (or 'source and disposition of 
funds”) should remain unchanged; not only do they. serve 

N 

the purpose of reporting the past history of the financial 
activity of the company, but they, also report on the second 
element of internal control - performance or actual achieve- 


ment. Reporting on the first, third and fourth elements 


of -internal control could be achieved by including the 
following statement in the annual financial statements 
and reports: 


Statement of budgeted operation, This: should disclose. 


information pertaining to three p = as — 


ICI . Ag 
s n id s Actual Budget Variance Based 
Assets XX x X XX -XX See 
~ Liabilities. .. xx XX ' .XX XX xx 
Capital XX OXX 'XX Cx X X 
Income (XX X Xx XX x X Xx X 
' Expenses XX^ XX XX X X XX / 


It should be understood that the statement of budgeted | 


operation cannot be as detailed as the balance sheet and 
income statement; however, it should be reasonably 
detailed. The statement should disclose also new activities 


whether occurring in the current.year'or budgeted for. 


the next year. Deviations from budgeted figures should be 
justified by management. 


The auditor's function would then be to satisfy himself . 


as to (1) clerical accuracy of the listed figures, either actual 
or budgeted, and that classification of budgeted items has 
been done on the same basis as the comparable figures; 


and (2) that basis of variances classification is proper. For 


example, 'salés variances’ should be analysed to show 


i 
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variances attributable to increase in sale price or to increase 
of sales volume. 


The auditór is not, of course, in a à position. to els 
the company budgets or-plans. His function is to eliminate 
or reduce the window-dressing 'of financial reporting as 
much as he can, and to. assure himself that management 


presentation 1s not misleading to averagé users. 


Chart of organization. Yt is beyond the scope of this 
article to’ discuss the different methods of presenting 
organization. charts. However, the minimum MEE 
which should be disclosed is as follows: : 

(1) The chart should clearly indicate the administrative 
levels and the lines of authority and responsibility from 
top management, down ironak the smallest unit in the 
organization. > . A 

_ (2) The department's title should clearly indicate its function. 

(3) The chart should clearly reflect the segregation of duties. 


(4) Material modification of the chart during the accounting 
year should be identified... , 


~ (5) Justification for changes i in the chart rests on management. 


Since every managerial decision is réflected in either 
accounting or non-accounting records, then the auditor 
should be able.to verify changes in the chart by examining 
the company’s record. 


Management report. Management's annual report should 


` include justification of material deviations from the year’s, 


budget and corrective actions taken, «and introduce the 
new year plans. All managerial decisions are reflected in 
some type of records, maintained by the .company.: Since 
management's report is included inthe new set of financial 
statements and reports, the auditor should be able to 
trace back most of the information stated on management's 


report to the company records to ascertain that the in- 


formation stated is factual. 
Auditor's report. The auditor should report on elements 


of internal control, by including the following information 
in his report: . 


(1) That the statement ot budgeted operation and organization 
chart are factual. 

(2) That deviations from the io s goals have Ben 
- computed on a proper basis; and E 


(3) That information used to justify. deviations is in . fact 
accurate and reflected in the company ’s records. 


` 


New and old definition 


This article has introduced a new definition di internal 
control. However, the elements introduced are basically 
the same as that stated in accounting publications for many 
years past; the classifications are different but the detailed: 
elements are the same. ps 
"The article hás also introduced a new way to approach 
reporting on. internal control, and views internal control 
from different standpoints. Ín practice, an auditor views 
internal control as a tool to determine the reliability of 
records, and as a criterion to determine the extent of his 
audit programme. In the author's opinion, which is sup- 


- ported by other writers in the field of auditing and man- 


agement, internal control is capable of serving more 
objectives than those to which auditors have limited it. 
Reliability of records is.a result of á proper accounting 


system, and it is also a way to achieve.a perfect contre-rolle, 
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Accounting for 'Inflation' 
The Treatment of Borrowing | 


By REG S. GYNTHER, PF.D., M.Ec., B.Com., F.A.S.A., F.C.!.S. 
Professor of Accountina, University of Oueensland; Simon Visiting Professor, 


University of Manchester: 


Looking at the treatment of borrowings — especially long-term borrowings — in 
. isolation, Professor Gyntaer believes that ED8 is based on several invalid premises. 
If the treatment of long-cerm borrowings as set out in ED8 is made mandatory, 
. the profits of many entit es will be overstated (some to a considerable degree) 
< and many users of published financial statements could easily be misled. 


O-CALLED gains on Icng-term borrowings in times 

of rising prices do not ccnstitute a profit to the entity 
itself, and should not be included in profit determinations — 
even in supplementary financ al statements. This is a matter 
to which I had devoted much space! before the appearance 
of Mr Kirkman's article in The Accountant for April 19th. 
Further, it is not a minor matter, Writing in Accountancy 
for March 1973, Messrs R. S. Cutler and C. A. Westwick 
‘have clearly demonstrated that these so-called gains on 
long-term borrowings will be one of the largest, if not the 
largest, adjustments to profi in absolute terms, if ED8’s 
provisions become mandatorz. 


Example 


To demonstrate the argument, let us use a simple but 
exaggerated example. A company owns land which it 
rents to farmers; it distributes all of its profits to its share- 
holders and tax is paid immediately, At the end of its 
first year of operations, the tollowing financial statements 
would be prepared: 











Profit and loss statement fcr year 1 | E 
Net rents received from farmers es 40 
Less Interest on debentures (say 10 per cent) . 10 
30 
Tax (say 50 per cent) " E P: 15 
Net profit. £15 

. Balance sheet at end of yex7 £ 
Ordinary share capital 100 
Debentures ' 100 


Total funds employed 


Represented by land rented to farmers .. 








Let us assume that early in year 2 the prices of all com- 
modities and services doub.ed overnight. That prices 
might only increase by a few per cent in the real world is 
granted; the doubling of prices helps to establish a point 


1 Accounting for Price Level Changes by R.S. Gynther. (Pergamon Press 
1966), Ch. 11. , 


and any lesser increases merely involve a matter of degree. 
Further by assuming that all prices double, we obviate 
clouding the matter at hand with a debate of a different 
(but related) matter — the treatment of variations between 
movements in specific prices of non-monetary items, and 
in prices of all goods in general. 

The financial statements for year 2 are prepared with 
two columns: one in accordance with EDS, the other in the 
way that the writer would have prepared them — inci- 
dentally, with experience of practical applications on these 
lines in Australia. ' 









































Profit and loss statement for year 2 ED8 Gynther 
j i i E. * £ 
Net rents received from farmers La 80 80 
Less Interest on- debentures (still at 

10 per cent on amounts received 
from debenture-holders) 10 10 
bas 70 . 70 
Tax (50 per cent) En - 35 35 
Net operating profit ve : 3b 35 
Plus Holding gain on long-term 
borrowings (when prices in- 
creased by 100 per cent) 100 Nil 
Net profit £135 £35 
Balance sheet at end of year 2 ED8 Gynther 
£ £ 
Ordinary share capital 100 100 
Equity interest adjustment 100 — 
Capital maintenance adjustment (a 
better term) — 200 
Undistributed profits (after distri- 
bution of operating profit £35) 100 Nil 
Total equity interest 300 300 
Debentures 100 100 
Total funds employed £400 £400 
Represented by land rented to farmers £400 £400 
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Substantial funds available for purchase, development finance 


and sale/leasebacks 
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LONDON  : 29St George Street, Hanover Square, London W1A 35G  Tel01-629 9292 


PARIS |. ."Healey & Baker SA 33 Rue Galiláe Paris 75116 


Tel 723 72 24 


BRUSSELS ^ Healey & Eaker SA 42 Boulevard de la Cambie Brússels 1050 Tel 48 90 20 
AMSTERDAM Healey & Baker Jan Willem Brouwersplein 11 Amsterdam Z Tel 73 83 26 


INTRODUCTION TO - 


COMPUTERS AND CONPUTER 


- SYSTEMS 


bycA doma E.ED.P., F.B.C.S., 
ACMA. A.1.M.T.A., ATL. a d 


.- Head of School of Data ric 
- Kingston Polytechnic ` 


A: valuable aid to accountants working ~~ 






with computer systems ànd for new- - | 


comers to the d.p. profession 
“Price T6p. t de E: 


Orders with remittance to : The Secretary, 
The Institute of Data Processing, ` 
418,422 Strand, London WC2R OPW. 















"Continuous forms ` 


| EX STOCK! | 


Plain Action N o 


















"o Je . for all EJ 
si leading V.R. C' S- v 
Image Transfer - 
. direct from  ' o 
-, Magnetic Ledger Cards: ^A ' 






All standard 
. Sizes supplied ^ 
` ` - j : e 






.PRÉPRINTED COMPUTER FORMS * STANDARD FORMS 


PREPRINT(STROUD) LTD 


FROMEHALL MILL, LODGEMORE LANE, 
STROUD, GLOS : 


EL. (045 - 36) 2465 - 6. 








4 A 
* rn." 
eg 

' ` 
È 


2 
hol 


| £342. 


| including | \ n 


2 
ux . 
"m - 





X 
i - 
n ` 
— * 4 ws oe ^ 
r = =- 
fot - , t ao t y t ` ` a : =r x . $n E > eo 3 z ur ^ x" - 
ye á i 4 
> 
E 4 
+ A Li 
N ich 
2 t 
we ML A 
s 
^ ^ 
f 7 1 
r 
' 
rj * 
-' à * 
fy . 
Y 
T 1 
"m y 
\ 4 T 
` "4 
a ` 
~ M 
^m. 
r - 
3 
a 





| by | F d [^ DEVINE, Ho ONE Prod.E., M.LM.C., A. Comm. A... | | 


~ li . " A . ", ` . . t 
[i » - . r0 ~4 v 1 Y 1 
4 E + i 


ae 


“Production engineering : anc: works ‘management rely on accounting 


^ 


SX LEM MC information for their decisións on manufacturing policy and operation: | 
| 1. 5 The works. manager “and the accountant must perforce, understand one ) 


` 
— 


another if é a business is to p osper. d i. EE NAE v 


+ * . T — 


|, PRICE NN mE j 7 : 5 Y ` t-m 


‘No, recent book brings out’ nore: clearly what industrial accountancy | 
has to. offer than: Frank Devine’ s. He is an engineer who has been. 

| consultant, line manager ard chief executive, both: here. and in the” 
i United States. He has seen the, practice of industrial accountancy: at 
first hand. The result, is an. a théntic study of working capital require- 
postage[packing- & ments, profitability, ratio anal «sis, planning, budgetary control, standard . 


> 


VAT. (2p) UK. . costing, variance. analysis, raárginal costing: and product evaluation; . 


A Seen from. the manufacturing head’ S chair. The works» manager. who: 
reads the book must inevitaHy kriow more ‘about. accounting services 
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a, should: more than double As “ shareholdets.: arei ` ` 


The uiy interest Dena item Rr £ joo in: die EDS - 
` sepárate entities (they are investing entities in our society), 


‘balance sheet above can. be “calculated in two ways. As - 


xEDS8's focus is’ on maintaining : the: general . purchasing.” 
| power of. shareholders' funds only, the adjustment equals, 
the rate of price change multiplied. by the opening balance `- 
of shareholders'.furids;-ie.;' 100 per cent of £100.. "The 


they should ^ have their. own accounting systems. ‘separate . 
from - thé company’s, accounting system, and.in these 
_ systems they should ‘¥evalue the. shares they own after 
comparing the relevant share prices at the stock ‘exchange | 


. second way looks at thé effects of the doubling of prices as \ with prices they paid. for. them. _ 

if these were actually included in the Accounting system; . To 'endeavour, to account for. Fto with the 

then Aum would be two entries: >>,- 7 company’s accounting system produces a confused hybrid :. 
x Er TRE e from which’ misleading.. financial ‘reports ` can”: flow. t oz 


ES Land ' ¡produces a double-counting' effect’ * ‘profits’ that are not ' 


Dr inde ' profits to the: company, itself are included i in the company’ S,- 
“Equity interest adjustmént (o re- | Me - financial statements, while at thé same time share ‘prices . 
. Value. land). a E A" et 205 y automatically reflect ‘the gains that shareholders ` (as 
(b). Equity interest: adjustment... Dr 100 separate entities) make at the expense. of debenture-holders 
) Holding. gain on long-ter mos ud . „and many, preference sliaréholders.- ^ ^ n 
‘borrowings’ ^4 co , Cr 100 ^ It is:submitted that this argument, is supported is the | 
The net equity interest adjustment i is à «credit of f£ 100. = fact that share prices at The London Stock Exchange did : 


not respond in any- material way tothe contents: of the 
recent Cutler and Westwick article.. The share prices had 
already taken note of thé effect of the long-term. borrowings 


"The ‘Gynther’ system includes only the first of O two- 
entries, ie., fróm revaluing the. land: The capital main- . 


tenance adjustments account, therefore, bas a balance of 
e = £200.. - 2M Lom = ~ by the various companies they examined, i.e., on thé 


1 Now let us. look: M Some " the. aspects ok the year à. _ Situations of théir shareholders vis-à-vis debenture-holders. 
: financial: statements. - The  ED8 . balance. sheet’ shows. -` "E es T NE uu E 


“undistributed profits! of. £x106 — a result of creating: a "t 


l holding: gain on the long-term borrowings. As the only 
^ "was in which these ‘profits’ could be distributed would be 
to either (a) sell one-quarter of the land, or (b) raise addi-. 
tional long-term ‘capital funds of £100, they -cannot ‘be, 
profits to the company itself. "To include this amount ‘of 
£ 100. in ‘profits’ in-the year 2 profit and loss statement and : 
balance sheet can only mislead. The: £100 . is needed to 


maintain the same level of business. |. ao: 


; The fact of the matter i$, that on the morning ater the 
i night 1 in which: all prices. doubled, the company: possessed ` 


the same quantity of land; it had. not increased ‘in: size. 
The company itself was no better off and no worse .off. 


It now required capital fund&.'of £400 (in new current ` 
. *prices) to continue doing what it was doing. The second 
| ‘Gynther’ column. above shows--the «correct results and - 
position of the. entity to which, = shareholders subscribed: - 


their money... 


.' "When prices rise.‘ profits? or 'eains' Pannor he made hon: 
‘holding funds needed to support the basic assets: of.-a 
company. It does not matter whether those funds come - 
preference 'sharéholders,- => 


. from ordinary." shareholders, - 
* debenture-holders, or:were- raised. from an’ issue of 'con- 


B Svertible. notes. If it is ever “decided to reduce the size of: the’ 
“operations: of a: company, long-term borrowings: can be’ 
-repaid at due ‘date (without replacement) ‘or refunds of 

shareholder capital can be made. In the meantinie, it gives 

'. .4 false picture to record “holding gains’ on any form. of 


long-term funds needed to support basic assets. - 


- Mány, readers will now-protest But the shareholders’ are. 
' better off, and so they probably are. Inspection of the 
second column above, shows that after-tax profits have'more”. 
than - doubled ; they. have incréased froni £15 in year r to 
£3 5 in year 2. Further, the second column in the balance . 


Sheet . on, page 48, shows that shareholders. haye a three- 
‘fourths stake in the company's assets. at thé end of year 2, 
compared > with a half stáke at the end of year 1. Therefore; . 


ie Eras PEE Suit me stock exchange paces of their 


Short- term borrowings ; 8 
if ‘holding gains’ on long-term: borrowings abodid not bé 


taken into account; why does the writer advocate calculating . . 


and accounting; for holding gains on short-term borrowings ~ 


y when prices are rising, and,losses when prices are. falling? ` 


- Short-term ‘borrowings are envisaged as forming only a. 
part of a net monetary working pool made up of cash Dus i 
debtors plus other monetary assets; minus short-term credi- 
tors and other short-term borrowings. This net monetary -~ 
working pool is a basic asset; and, as mentioned above, all `; 
basic assets. are supported by the long-term capital of the; 
company’ — including long-term borrowings. ' - 

Tf some. people somehow: perceive short-term borrow- 
ings ás forming part of thé funds that support. basic aósets, 
then they may want to refrain from calculating: holding 
gains and losses on these short-term borrowings -when -~ 
prices change. When ¿prices are rising, their position is : 
probably a: little more. conservative, than. that of - the 


: writer.: l ` 


Where there i is oa overall net holding gain on. all mone-. . 
_tary items, the authors of ED8 say (in paragraph 17y that. 
“such gain should -be shown as a separate figure”. Such a; -` 
net gain would - probably: only occur. when long-term; dis 
borrowings exist, and’ in many such-cases. the net gain p 
could be: considerable. I believe that the authors,of EDS, in” 
suggesting. that this figure for amy net holding gain on 


. monetary items be shown separately, were concerned - 


about-the effects on profit. of the DE gains". on dong-- 
term borrowings.. Na 

. Tf this exposure draft results i in n thei issuing ofa‘ Statement - 
of Standard Accounting Practice’ in this. area, it is- hoped. 
.that it will not include the calculating of such “holding. ' 
gains" on long-term 'bofrowings. If, despite what has beén E | 
said above and elsewhere, the authors: of ED8 persist with . 
the matter; it is hoped that all “holding :gains” on long-terri. . 
borrowings will be: required * to- be. shown: as ‘a separate .. 
‘item. This then would, permit-isers of financial statements’ - j 


to. E such * gains. from. etam pons. So; that they -— 


` 
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could get ded to what ES is the profit to each company 
| itself. 


If any such statement of standard accounting practice 


includes the calculating and reporting of “holding gains' on 


long-term. borrowings, it will. be easy to picture’ some 


‘directors and managers indulging in heavy, risky, un- 


necessary long-term borrowings in an attempt to boost 
their reported short-term profits, if not in dangerous 
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short-term bone in order to distribute some or all 


. of these so-called ‘holding gains’. 


And here is one final observation. More people, perhaps, | 


would quickly become aware of the “double counting” 


spoken of-in this paper if the taxation authorities decided 
to include such “holding gains’ (on company. long-term- 
borrowings) in the profit figure to be taxed, as well as 
continuing to tax certain capital gams on share transactions. 


t 


The E church: service for the Council and Members of The Institute of: 
-Chartered Accountants in England. and Wales held on Wednesday of last week 


";. , at St Margaret's Church, Lothbury, was conducted by the Rev. Basil Watson, | 


O.B.E., M.A., R.N., Vicar of St Lawrence Jewry. The sermon, reproduced below, 


was preached by the Rev. lan Ogilvie, M.A., Chaplain of Sevenoaks School. CH DN 


My brothers, what use is it for a man to say he pas faith if 
he does noring to show it ?' janes 2, V. 14. ) 


UTE fanfare for Pisone has- been played. Six tore 


ago Great Britain entered the Common Market. For * 


good or ill we are now mémbers of the Nine and will have 
an ever increasingly important tole within the Community. 

It is not for me to speak to you about the technicalities 
of | running businesses in the EEC — you all know far more 


about that than I — but I want to look at the implications 


for Christian businessmen’ which arise from our closer 
links with Europe. For in the words of my text — ‘My 
brothers, what use is it for a man to say he has faith if he 
does nothing to show it? E Lx 


- 


"Broader horizons 


Now joining the Européan Community should enlarge our 


. ^ horizons, which so often in the past seemed to have been 


grounded in a 'little England! attitude to the rest of the 
world. But, while it should turn our minds outwards, many 
of its critics feel that it so easily.can just become a ‘rich 
man’s club’, in which we look -inwards and forget | our 
obligations to the rest of the world about us. 

-.Mr Enoch Powell has attacked. the Treaty .of Rome 
because he believes. we lose our sovereignty by it. Now 


E while patriotism is a good thing.in its right perspective, it 


is dangerous for Christians to think that nationalism is a 
kind of localized version.of the Kingdom of God in the 
here and now, and that anything which happens outside 


our own nation is outside God's purposes for man. It can . 


- go along with the feelings of those who seem to believe 


.. God.is a kind’ of. Aryan “upper-class Englishman, and 


couldn’ t possibly be interested in anything east of Dover!” 

- My own hopes for the Common Market as a Christian 
are three. First, that it would indeed lead us to think much 
bigger than before and that the Market should care a great 
deal“more than it has done to date about the needs of the 
. Third: World; moving towards a juster and fairer dis- 
tribution: of wealth in the world, with less discriminatory 


trading laws and- tariff barriers than exist now. While 
prices are, fixed sure the wealthy West and the EEC there 


is little chance for many of the newer countries to compete. _ 

There are very practical things that individual groups ` 
can. do to help the less economically agilé peoples of the . 
world. I heard recently that Dutch farmers had stopped 
an idea of growing more sugar beet, because they realized 


while they could in fact grow other products and market | 


them easily, the farmers in the West Indies could not do this 
and were totally dependent on their sugar cane: products. 
This seems to me to be an action deeply Christian in spirit, 
and one which could well be copied in different ways 
through the whole community. * 

On the other side, it seemed to me a retrograde step to 
merge the | Ministry of Overseas Development with the 
Foreign . Office "because, although it. never “achieved. 
UNCTAD's aim of spending I per cent of the GNP on 
overseas aid, it did exist as a constant reminder of our . 
obligations in this area. As Christians we must never 
forget that Jesus was quite clear in His parable of the - 
rich man and Lazarus that the better-off do have deep 
responsibilities for the.less fortunate members of human 
society. The rich man was not condemned in tlie story for 


being rich, nor because he maltreated Lazarus, but — more 


important stil = because he simply didn’t notice his existence. . 


l Concern for others 


It is very easy, I think, when you work all the time-with © 
money, as your profession demands, to forget the: many - 
millions in the world who do not earn as much as you. 
spend on train fares to get to your offices. In a busy life one 
can, so often forget that Christ's command to feed the 
hungry, clothe the naked and so on, ends up with the. 
words ‘Whatever you do to the least-of these My brothers, 
you do to Me'. Anythirig we can do by bringing influence . 
to bear in the right quarters, by writing letters to the press . 


vor contacting MPs; is-all part of showing in concrete ways 


the faith of which St James’ speaks in the passage of 
scripture from which my text is taken. 

My second hope i is that the EEC could help in reconciling 
nations to one another, so that we could learn at last to 
turn Isaiah’s vision into reality — swords Beconung ploughs 
shares and spears: pruning hooks. | 
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I wonder how many of you know the new Coventry 
Cathedral? It is a superb modern building created to the 
lory of God and dedicated to the work of reconciliation. 
The old cathedral was bombed during the Second World 
War by the Luftwaffe, and its walls still stand today, 
facing the new building. Behind the altar in the ruins are 
two charred beams, rescued from the roof when it fell in, 
and fixed now in the shape of a cross with the words in- 
scribed on them ‘Father, Forgive’. 


International reconciliation 
Each year I take the confirmation candidates at Sevenoaks 
School to a conference there at the youth hostel, John F. 
Kennedy House. I shall never forget one year, as we all 
went to the Communion Service at 10.30 a.m. on Sunday, 
that a party of 25 German young people were sitting in the 
row next to us. They were part of a working party from the 
German Lutheran Church who were helping to build an 
adventure playground in Coventry's east end. Some time 
earlier under the old cathedral in the crypt, other parties 
of young Germans had come and created there an Inter- 
national Centre of Reconciliation which they had built 
with their own hands — thereby trying to show positively 
what reconciliation means between nations. 

But this is not all. No-one is ever guiltless in war, and 
young people from Coventry have been over to Dresden 
in East Germany, victim of some particularly unnecessary 
bombing by the Allies which created a firestorm in that 
beautiful city and centre of culture, which had no military 
importance whatever. At Dresden they have helped re- 
build part of the old Mission Hospital and shown that true 
reconciliation means learning both to forgive and be forgiven. 

Coventry Cathedral and its gospel of forgiveness stand, 
as I see it, as an example of what I would hope for in 
Europe more and more: that old enmities and rivalries 
could be forgotten and a new era of understanding and 
hope begin. This can be done on the 
individual level by your contacts with 
European Christian businessmen, and 
who knows what might not issue 
from simple beginnings. 

St Paul wrote, ‘God was in Christ 
reconciling the world to Himself.’ What , 
a great achievement it would be today if at 
it were Christians who were to the fore- * 
front of reconciling secular Europeans 
with each other and, too, with God. 


Christian unity 


Lastly, I would hope that secular unity 
would lead to true Christian unity and 
co-operation. It is an interesting fact 
that when the European Iron and Steel 
Community met in 1947 as the fore- 
runner of the EEC, so too, in the same 
year, the World Council of Churches 
was established in Amsterdam. Just as i 
a country must be prepared to give [Ry 
something of its identity in order thata — 
greater unity may be achieved, so too 
with the churches. 

In Brussels there exists close by the 
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The Rev. lan Ogilvie, M.A., and three of the boys fro 
Duncan Chittenden and Mike Neville — who participated with him in the Trafalgar Square 
service which marked the climax of last month's religious festival “That's the Spirit’. 
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EEC building an Ecumenical Centre, whose task is to try to 
do pastoral work among those who work for the Community 
from many countries and, as important, to try to work out à 
theological critique of the structures of power which form 
the Community. Theology must be at work in areas where 
decisions are being made and serve man in his strength as 
well as his weakness. 

So often men think of the Church as a kind of ambulance 
service for those who can't cope with the problems of life. 
Of course, it must indeed have this role; but it is of equal 
Christian concern to care about the decisions being taken 
at top level, for these will affect maybe the lives of millions 
in the future. All thinking in this area to-day makes no 
sense unless it is ecumenical and cutting across the old 
church and denominational barriers in the same way as the 
Community has done with secular ones. For faith is not an 
isolated matter of personal belief. It is concerned with 
quality of life as we know it. "What use is it for a man to 
say he has faith if he does nothing to show it? 

A few months ago the Archbishop of Canterbury 
celebrated Holy Communion in the Roman Catholic 
Cathedral in Brussels; only a few years ago it would have 
caused an outrage and protests in every newspaper. Perhaps 
it is an encouraging sign of the times that it now seems so 
natural that people see it as a symbol of the hopes for the 
reunion of Christian Europe. If Christians of all per- 
suasions can study, criticize, and lobby the European 
Parliament with informed theological expertise, we may well 
be able to have a great influence on Europe in the future. 

To close — I believe that the opportunities in Europe 
should lead Christians to a deep concern for the Third 
World; a desire for real reconciliation between the nations; 
and to a genuine search for full Christian unity. These are 
all immense tasks, and they have no easy answers; but they 
are a challenge to us all. My brothers, what use is it for a 
man to say he has faith, if he does nothing to show it? 
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- New Zealand Review of 


Company Law 


From Our New Zealand Correspondent 


The final report of the Special Committee to review the New Zealand Companies 
Act 1966 was tabled in the House of Representatives in early June, a little 

more than five years after the committee was appointed. 

In an interim report released in August 1971, the five-man committee, under 

the chairmanship of Mr Justice Macarthur, recommended that an essential 
reform was the strengthening of the administration of the Companies Act. 

To that end it recommended the appointment of a Companies Commission but 
the Government has not yet acted on that recommendation. 


peras historically, company legislation in New 
Zealand has been modelled closely upon the United 
Kingdom legislation, the Macarthur Committee is in no 
doubt that company law will in future move away from its 
close similarity to the United Kingdom statutes. New 
Zealand has a close association with Australia in law 
reform generally, to the point where a New Zealand law 
minister attends all meetings of the Australian Standing 
Committee of Commonwealth and State Attorneys-General. 
It is, therefore, not surprising to note that the report 
considers the adoption of many aspects of the Australian 
legislation as ‘wholly beneficial’. 

Recommendations concerning the accounting provisions 

of the present Companies Act include the following: 

(i) that all public companies be required to produce their 
accounts for publication within six months of the balance 
sheet date (the present limit is nine months); 

(ii) that all companies attach to their annual accounts a 
statement of source and application of funds; 

(111) that the directors be required to attach to the accounts a 
statement signed by the principal accounting officer of 
the company or other person in charge of the preparation 
of the company’s accounts, stating whether to the best of 
his knowledge and belief the accounts give a true and fair 
view of the matters required to be dealt with in the 
accounts; and 

(iv) that turnover be shown in company accounts. The 
figure to be disclosed would be a global one, giving sales 
or revenues from all operations as one figure. 


In addition, the committee favours a wide range of detailed 
improvements to the existing accounting provisions. This 
is consistent with its acceptance of the fact that ‘one basic 
principle of investor protection behind the Companies Act 
is that of disclosure’. 


Private companies 


Auditors will welcome the recommended adoption of a 
‘short form’ of audit report similar to that required in 
terms of the United Kingdom Companies Act of 1967. 
Similarly the committee has recognized the need to extend 
the auditor’s right of access to information and explanations 
in respect of companies in a group. 

The role of private companies is dealt with in Part VIII 
of the report. The private company formed and registered 


under the New Zealand Act has special privileges and 
immunities. It can conduct its affairs more informally 
and expeditiously than a public company. Moreover, it can 
pass a resolution not to appoint an auditor and, if an auditor 
is appointed, his independence is defined in less stringent 
terms than those applicable to public companies. Whilst 
acknowledging that fees on registration should be sub- 
stantial enough to discourage unnecessary registrations of 
private companies, the committee has ‘not the slightest 
doubt that the private company with limited liability should 
be retained’. 


Recommended changes 


Several important changes are, however, recommended. 
These include: : 


(a) an amendment to permit the registration of a private 
company as an unlimited company; 

(b) a substantial increase in the fees payable on registration; 

(c) that a private limited company should be required to 
incorporate with a subscribed capital of not less than 
$NZ2,000; and 

(d) that private companies should have the right to elect to 
file with the annual return either: (a) the accounts and 
reports required of a public company, or (b) a summarized 
form of statements of assets and liabilities, the latter to be 
‘certified correct’ by a director and the secretary. 


The report deals at length with winding-up and re- 


. ceivers and managers. One major recommendation under 


the latter heading is that a system of official management 
be introduced similar to that provided for in the Australian 
Uniform Companies Act. Australian precedent is also 
relied upon for suggested changes in the present Act, to 
allow for the appointment by the Supreme Court of one or 
more competent inspectors to investigate the affairs of a 
company and to report thereon. 

The report runs to 246 pages, and embodies recom- 
mendations on virtually all aspects of company law in New 
Zealand. Not surprisingly, company law reform has not 
been accorded any particular importance as a plank in the 
platform of the recently-elected Labour Government. 
One hopes, however, that the Government will promote 
legislation at an early date in recognition of the need to raise 
the standard of investor and creditor protection provided 
for in the present Act. 
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Murphy v. Ingram 
In the High Court of Justice (Chancery Division) — April gth, 


1973 
(Before Mr Justice MEGARRY) 


Income tax — Child relief — Married daughter — Earning more 
than specified amount in fiscal year — Citing of law reports — [Income 
Tax Act 1918, All Schedules Rules, Rule 16 — Income Tax Act 
1952, sections 212, 354 — Finance Act 1963, section 13. 


'The taxpayer had a daughter, Eileen, who was born in 1946 
and who was a student at the University of York. She finished 
her studies there in June 1969, and married in the following 
month. In October 1969 she began work as a teacher. From the 
date of her marriage until the end of that fiscal year her income 
was more than /270. 

The taxpayer claimed child allowance in respect of the 
daughter for 1969-70. He contended that as, by section 354 of 
the Income Tax Act 1952, a married woman's income was 
deemed to be that of her husband, the daughter did not have 
an income for that fiscal year in excess of £115 within section 
212 (4) of the Income Tax Act 1952 as amended by section 13 
of the Finance Act 1963, as her income was for income tax 
purposes income of her husband. He also contended that when 
his daughter married she ceased to be a child for the purposes 
of section 212 (4). 

It was contended for the Revenue that section 354 of the 
1952 Act altered the previous position; and that the new section 
operated only as between husband and wife and the Inland 
Revenue. 

The General Commissioners decided in favour of the 
Revenue. 

Held: the taxpayer's daughter did not have, for income tax 
purposes, an income in excess of the specified amount as her 
income was her husband's income; and the taxpayer's claim 


. should be allowed. 


Ransom v. Higgs and Motley v. Higgs' Trus- 
tees; Restorick v. Godber, Parry and Others; 
Dickinson v. Kilmorie (Aldridge) Ltd, 
Downes and Downes Trustees 


In the Court of Appeal — April 12th, 1973 
(Before Lord Justice RussELL, Lord Justice Stamp and Lord 
Justice ROSKILL) 


Income tax — Property dealing — Sale of land to partnership — At 
less than market value — Main partner was, taxpayer's wife — 
Settlement of her interest — Sale of this interest to outside company 
by trustees at market value — Land sold by partnership to same 
company at acquisition price — Land and partnership interest sold 
to another outside company — Land developed by controlled com- 
pany — This company financed by trustees — Whether organizer of 
scheme was trading — Whether he was person entitled to income — 





Whether trustees were trading — Income Tax Act 1952, sections — 


123, 148, 526 (1). E 

Similar series of transactions — Carried out by two individuals — 
Joint assessment — Additional contention after two years — Whether 
competent — Sum deductible in calculating sale price of land — 
Whether difference assessable — Income Tax Act 1952, sections 144, 
526 (1). 

Similar series of transactions — Premiums paid by development 
company — Dual purpose — Whether premiums deductible — 
Whether organizer carrying on a trade — Whether trustees were 
trading — Income Tax Act 1952, sections 137 (a), 526 (1). 


These cases comprised ten appeals against assessments under 
Case I of Schedule D, some of which were alternative. The 
assessments fell into three groups, A, B, and C. The basic 
feature of each group of cases was the receipt by trustees of the 
surplus from a course of property-dealing, and not its receipt 
by the individual or company which did the property-dealing; 
and the question to be decided, in each group, was whether the 
individual or company carried on a trade or an adventure in the 
nature of trade. In group C there was the question whether 
certain disbursements were deductible in computing the 
amount of the assessment. 


Group A 
In this group there were two assessments under appeal, one on 
Mr A. E. Higgs and the other on the trustees of a settlement 


made by Mrs Higgs. Mr Higgs controlled certain companies - 


which carried on land-dealing or land development (the Higgs 
companies). ''here were also some other companies in which 


neither Mr Higgs nor his wife had an interest, direct or indirect. 






(the non-Higgs companies). Various Higgs companies agreed to ™ 


sell land to a partnership at less than its market value. The - 
partnership consisted of Mrs Higgs, who owned a go per cent - 


interest in it, and two non-Higgs companies which owned 5 per 


cent each. The price at which the partnership acquired the land 


in question was about £87,000. 

Mrs Higgs settled her 9o per cent interest in the partnership 
on trust for herself, her husband, and his issue. The trustees sold 
the 9o per cent interest in the partnership thus obtained by them 
to a non-Higgs company for £170,000; and the partnership 
sold the land in question to the purchaser company for about 
£87,000. That company then possessed both the land and the 
9o per cent interest in the partnership, and it sold both these 
assets to a second non-Higgs company for £286,000. This 
second non-Higgs company sold the land to a third non-Higgs 
company for about £286,000; and the 9o per cent share in the 
partnership, now of little value, because the partnership no 
longer owned the land it sold to yet another non-Higgs com- 
pany for £275. 

The development of the land was carried out by a Higgs 
company under an agreement whereby the purchaser company 
obtained a little over £287,000. This Higgs company was 
financed by the settlement trustees lending it £170,000. 

Three assessments were made in respect of the £170,000. 
One was on Mr Higgs for 1960-61, and another on him for 
1961-62, both under Case I of Schedule D in respect of profits 
of ‘the trade of land dealer and developer’. The third assessment 
was on the trustees under Schedule D for 1960-61 in respect of 
‘profits in connection with the partnership interest in HLN 
properties”. 'The Revenue abandoned its appeal (in effect) 


against the assessment on Mr Higgs for 1961-62; and primarily _ 


contended for the assessment for 1960-61 on him, and for the 
assessment for the same year on the trustees as an alternative. 
Mr Higgs had not previously been personally engaged in any 
property dealing, but had done so since 1950-51 through 
companies; and Mrs Higgs had never dealt in her own name. 

It was contended for the Revenue that although Mr Higgs 


was not himself a party to any of the series of transactions, he n 














I 





Me S 
v y 


L2 
E 
> £14 
iy 


was the person who initiated and controlled the transactions; 
_ that he was thus engaged in an adventure in the nature of trade 
- within section 526 (1) of the Income Tax Act 1952; that the 


—— £170,000, though paid to the settlement trustees, had been 
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placed by Mr Higgs where it suited him to place it; and that he 


was the person entitled to the income within section 148 of the 


same statute; and that he had been correctly assessed. The 
Special Commissioners decided in favour of the taxpayer. 
Held (reversing the judgment of Mr Justice Megarry): 


E the assessment for 1960-61 on Mr Higgs in the sum 


of £170,000 should be discharged; and the assessment on the 
trustees for the same year should be confirmed, but the stated 
. case should be remitted to the Special Commissioners as to any 


__ deduction of any expenses incurred by Mr Higgs. 


Group B 


The series of transactions in this group was basically the same. 


_ There were two assessments in dispute, one an assessment under 


Schedule D for 1961-62 for £14,410 on the trustees of a settle- 
ment, in respect of *profits in connection with the sale of partner- 
ship interest and/or development of land at All Saints Road, 
Warwick’. The other assessment was for 1963-64 for £18,000 on 
J. H. Woodward (Contractors) Ltd in respect of 'profits as 
= building contractors’. In this group two persons jointly em- 
= barked on an adventure in the nature of trade, it was alleged, 


E and therefore became liable to a joint assessment under section 
E -. 144 (1) of the Income Tax Act 1952. 

The Special Commissioners decided that the £14,410, though 
paid to the trustees, was profit from a trade carried on jointly 


VR by Mr Godber and Mr Perry; that they were chargeable jointly 


. in respect of that profit for 1961-62 pursuant to section 148 of the 
Act. 

With regard to the assessment on the Woodward company 

— for 1963-64, the Revenue gave notice of an additional con- 

. tention and did so two years after the appeal to the Special 

_ Commissioners had been heard. Mr Justice Megarry refused to 

allow this further contention to be made; the Revenue put 


forward no argument in respect of it, and the Revenue's appeal 
. . against the assessment was dismissed. 


. J.H. Woodward (Contractors) Ltd owned the land in question, 


b 


— . and had partly erected some buildings on it, when the company 


sold it to a partnership for £37,750, the market value of the 


—— land. Ultimately Clipada (Builders) Ltd became the owner, and 


- by an agreement dated April 6th, 1962, between the two 


— companies, Woodward agreed to complete the building. Under 
— clause 13 ot the agreement Clipada agreed to pay Woodward a 


certain sum, which was to be calculated by taking £64,600, or 
the gross proceeds of the sale of the land and buildings, if less, 
and then deducting £55,750. 
__ It was contended for the Revenue that Woodward in that way 
. paid £55,750 for an asset worth only £37,750, and that, therefore, 
—. Woodward could not deduct the difference of £18,000 in com- 
puting its profits for tax purposes. The Special Commissioners 
discharged the assessments, holding that the £55,750 was 
merely a part of the calculations of the sum to be paid by 
Clipada to Woodward. 


Held: the Special Commissioners’ decision was correct. There 


was no appeal to the Court of Appeal in this case. 


Group C 
The series of transactions in this group were also similar. The 
E -taxpayer was Mr A. J. Downes, and he owned nine-tenths of the 


Ee 


p i (Aldridge) Ltd, and his wife owned the other tenth. Kilmorie 
3 


bs 


issued capital of a property-dealing company called Kilmorie 


— was assessed under Schedule D for 1964-65 for £19,240 in 
_ respect of profits arising from property development. 


n. 
g 


By a contract dated April sth, 1962, between Opendy 


Eb Building Co Ltd and Kilmorie, the latter agreed to build houses 


on the land and sell underleases of them, and to pay certain 
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premiums to Opendy and another company. Opendy was not 
controlled by Mr and Mrs Downes. In computing the profits of 
Kilmorie for income tax purposes, these premiums had been 
deducted to the extent of £19,240. 

It was contended for the Revenue, and acceped by the Special 
Commissioners, that these premiums did not represent dis- 
bursements or expenses, exclusively laid out or expended for the - 
purposes of Kilmorie's trade in that one of the objects for the 
payment of the £19,240 was to facilitate a scheme for avoiding 
liability to tax; and that therefore the payments of the premiums 
were within section 137 (a) of the Income Tax Act 1952, and 
were therefore not deductible. 

An assessment was also made on Mr Downes in the sum of 
£75,000 (reduced by agreement to £60,000) for 1961-62 as a 
property-dealer with his wife, and an assessment in the same 
amount (as reduced) was made on the trustees alternatively. The 
Special Commissioners decided that as neither Mr Downes nor 
his wife was at any time engaged in carrying on ‘personally’, in 
relation to the land in question, any trade or adventure in the 
nature of trade, they discharged the assessment on him. The 
assessment on the trustees was also discharged. | 

Held (affirming the judgment of Mr Justice Megarry): the 
Special Commissioners! decision as to the assessment for 
£19,240 on Kilmorie was correct; but (reversing that judgment) 
the assessment on Mr Downes should be discharged, and the 
assessment on the Downes Trustees should be confirmed. ; 


Hicks' Trustees v. CIR 


In the Court of Session — April 19th, 1973 
(Before the Lord Justice Clerk (Lord WHEATLEY), Lord . 
MILLIGAN and Lord FRASER) 


Estate duty — Aggregation — Life assurance policy for benefit of 
assured's wife — Memorandum to assurance society as to bene- 
ficiary — Trustees to be recorded in policy — Married Woman's 
Policies of Assurance (Scotland) Act 1880 — Finance Act 1894, 
subsections 2 (1) (d), 4. 


On April 17th, 1964 the deceased sent to the Sun Life Assurance 
Society a memorandum that he desired that the assurance 
proposed by him on the same day should be effected under the 
Married Woman's Policies of Assurance (Scotland) Act 1880 - 
for the benefit of his wife should she be alive at the date when 
the sum assured became payable, but otherwise for his daughter 
absolutely; and he understood that he himself would have no 
beneficial interest in the assurance. He appointed trustees of the 
policy money, and he requested that that appointment should be 
recorded in the policy. The memorandum was not incorporated 
in the policy. The policy, for £10,000, was issued on May 7th, 
1964. The deceased died on June 4th, 1967, survived by his wife 
and daughter. 

Estate duty was claimed in respect of the £10,000 on the 
death of the deceased on the footing that he had a radical right 
in the policy money, and that the case was within section 2 (1) (4) 
of the Finance Act 1894, and accordingly the policy money fell 
to be aggregated with his estate. 

It was contended tor the trustees that at the deceased's death 
there was a vesting-subject-to-defeasance in the daughter; and 
that it was competent to look at the memorandum to ascertain 
the deceased's intention. They contended alternatively that it 
was not essential to rely on the memorandum since the de- 
ceased's intention could be ascertained from the policy itself and 
the memorandum added weight. It was contended for the 
Revenue that it was not competent to consider the memorandum 
and that the deceased's intention had to be ascertained from the 
policy only. 

Held: it was not competent to look at the memorandum for 
that purpose; but even if one did look at the memorandum it 
did not have the effect which the trustees sought to place on it. 
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Hoveringham s 


-JOVERINGHAM GRAVELS, in 
| physical terms, has expanded sub- 
stantially in the past ten years, but growth 
in investment terms has been far from 
substantial until the year covered by the 
accounts, which provide this week's 
reprint. 
The ten-year record under ‘Group 
Statistical Information’ is included in 
the reprint and tells some of the story. 
Turnover — more than doubled in the 
first three years of the Hoveringham life 
as a public company (the floatation was in 
1963) — continued to improve until 1967 
and then became static for three years, 
during which time the company had to 
carry heavy interest, depreciation and 
depletion charges. 
. Between 1963 and 1965, unworked 
freehold acreage held by the company 
rose from 5,320 to 13,147 acres, and with 
leasehold acreage rising marginally from 
1,750 to 1,777 in the same period, the 
figure of ‘total deposit tonnes’ soared 


from 185 to 430 million in three years. 


That was in 1965. In 1972 the freehold 
acreage was 11,750, the leasehold acreage 
2,596, and the total deposit tonnes figure 
410 million — the same as in 1967. Not 
that the company has been static all this 
time. There have been major quarry 
developments in the land quarry division, 
particularly at Elvaston and in the stone 
division at Reading. 

The company has moved into marine 
aggregates dredging in the South Wales, 
Bristol Channel, Mersey and ‘Thames 
areas. There has also been a strong move 
into ready-mixed concrete through “Top- 
mix’. Hoveringham Insurance Brokers is 
a minor but growing diversification. 


Close company 


~The company falls within the definition 


of the close company provisions of the 
Income and Corporation Taxes Act 1970, 
but the directors! report states that 'in 
the present circumstances and under 
current legislation such provisions do not 


have any adverse effect on the taxation 


liability of the company and its share- 
holders.’ | 
Of the full-vote ordinary shares, Mr 


Harold Needler, the chairman, holds 
375,125 and his wife, Mrs Hilary Needler, 
97,656; but the major holding of 
4,490,249 shares is held in trust for the 
benefit of Mr and Mrs Needler's family. 
This trust holds all the deferred ordinary 
capital, as well as 33,750 restricted voting 
shares. 

The Hoveringham organization is very 
much a quoted family business with 
voting control well and truly in the family. 
A move to broaden the basis of the board 
in the mid-r96os developed into what 
usually is politely described as “a clash of 
personalities’. here was also a clash 
of basic views on the financial running of 
the business. 

But that is over and there are three 
non-family members on the board, and 
harmony in the boardroom. Expansion 
goes on but purchases of land in the past 
year were principally additional acquisi- 
tions near existing quarries and sites for 
ready-mixed concrete operations. Land 
sales were of land either surplus to re- 


Lack-lustre — 
Accounts ~ 





quirements or worked out leasehold 
interests. 


The Hoveringham report does not 


include a full statement of accounting 
policies, but Note 3 indicates the policy on 


depletion of land from which aggregates — 


are being extracted, the depletion being 
based on cost in the proportion to which 
the tonnage produced in the year bears 
to current estimates of the total deposits. 


Impracticable 

In the directors’ report it is stated that, 
in the opinion of the board, the value of 
the aggregate-bearing land is substantially 


in excess of the book value, but it is - 


considered that changing circumstances 


and inflation make an annual assessment 


impracticable. “It is thought that the 
figures would be of little guidance as the 


land will be depleted and is subject to a — 
variety of conditions which could vary  . 


very materially over the years.' 


Reviving profits in the group, and the - 


(Continued on page 56) 





Debenhams' Revaluation 


ROPERTIES of the Debenhams' 

stores group have been revalued by 
the board to show a surplus of /52:3 
million on net book values of £71:26 
million. 'The new valuation is written 
into the latest Debenhams accounts. 

The chairman, Sir Anthony Burney, 
O.B.E., B.A., F.C.A., explains in his state- 
ment with the accounts that nothing has 
been included for the development po- 
tential of some of the company's major 
sites, and as the valuation was based on an 
appraisal made in March 1972 the new 
valuation is considered conservative 'des- 
pite the uncertainties which attach to 
property valuations pending clarification 
of future Government policy in regard 
to rents'. 

The March 1972 ‘appraisal’ referred to 
was undertaken by Conrad Ritblat & Co. 
Sold at the revaluation figure, a tax 
liability of an estimated £11:2 million 
would arise and provision has been made 
for that contingent liability. The oppor- 


tunity has also been taken of using part 
of the surplus to write off the goodwill 
item of £11:61 million in the accounts. 


On the subject of property values, it — 


Sao 





Sir Anthony Burney 


may be noted that the freehold of Royal — 
Worcester's former London offices in . 
Curzon Street with an end-1972 book ^. 
value of {£725,000 has been sold at ` 
auction for £2:7 million. 3 
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(Continued from page 55) 
Change in the land position already: 
- mentioned, have brought considerable 
A improvement in the liquid position, 
although completion of negotiations for 
~ land sold to local authorities is still 
. awaited. After three years and more, 
.. negotiations may now be nearing com- 
~ pletion. The £716,162 figure for secured 
.. . mortgages and loans is largely represented 
by mortgages on the ships used in marine 
~ aggregate dredging, and are repayable 
over long periods at ‘most advantageous 
rates of interest’, according to the 
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The main point about Hoveringham is 
- that years of heavy investment, first in 
land and then in the establishment of 
production capacity from that land, are 
now showing their worth. Not that there 
= seems to be any inclination to leave 
things at that. “The strength of the 
company”, Mr Needler says, “enables the 
directors to explore various avenues for 
expansion which should prove their 
worth in due time.” 

Development of Hoveringham In- 
surance Brokers is interesting. A number 
= Of insurance broking businesses have 
been bought in various towns and this 
“will provide areas for development in all 
fields of insurance'. In a more logical 

development, the Topmix ready-mixed 
concrete subsidiary is now firmly estab- 
lished, the company having been re- 
- . organized into Midlands, Northern and 
Southern operating units. 
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. Conservation 


— Inevitably, conservation comes into 
the Hoveringham reckoning, and the 
—— company has been associated with nine 

out of 22 restoration plaques awarded in 
. the industry. 

It is doubtful, however, whether the 
Hoveringham report and accounts would 
win any plaques. The absence of a state- 
ment of accounting policies has already 
been noted. 'The double-sided 'gross' 

- style of the balance sheet leaves share- 
holders and analysts to do arithmetic 
that should be done for them; and there 
- 4s no summary of results and financial 
- — resources statement. There is, in fact, 
considerable room for improvement. 
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* Duport's Change of Mind 


NFLATED property values have ob- 
liged the board of the Duport steel, 
engineering and domestic products group 
to change its mind on showing the value 
of properties in the accounts. In earlier 
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reports the directors have state theird 
opinion that, although the market value 
of properties was higher than book value; 
as the properties were predominantly 
used for normal manufacturing and 
trading purposes, any estimate of the 
amount of the excess would have little 
significance. 


In their latest report the directors admit 
that more recently the rate of increase in 
land and property values has accelerated 
and as a result a professional valuation 
was put in hand. The valuation has been 
completed and on the basis of the figures 
'and after making due allowance for the 
estimated costs of giving up vacant 
possession and of disposal, the directors 
believe that the current market value of 
the group's properties as at January 31st, 
1973 is approximately £15,000,000 and 
that the excess over book amount is 
approximately £8,000,000’. 


In other words the value of the proper- 
ties is double the book figure. Con- 
sideration is being given to the inclusion 
of the valuation in the current year ac- 
counts. 


Sweet Image of Brook 
Street 


HE accounts of Brook Street Bureau 

of Mayfair are as pretentious as the 
company's title. All the headings in the 
report, for example, are in facsimile 
handwriting — Directors and Officers, 
Notice of Meeting, Directors’ Report, 
Group Financial Summary — even the 
group profit and loss account and balance 
sheet are headed in the same manner. It 
goes so far as a facsimile handwritten 
‘Group’ and ‘Parent’ at the top of the 
balance sheet columns. 

Everything is ‘boxed’, including the 
title ‘Directors and Officers’, in the 
oblong with cut-off corner style used 
throughout the report. The cut-off cor- 
ners match the family photo-album style 
in which the pictures in the report are 
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presented. Photographs of various people 
in the group are very much the snapshot 
variety, and the photo-album style extends 
to the gold-coloured tassled cord tied 
through the spine of the report — though 
this is purely a showpiece, since the 
report is stapled in the normal way. 


The odd thing is that the company 
surely does not need to project this kind 
of “sweet” image. It is an extremely 
efficient organization, and proved it by 
coming through the 1971 problems and 
reaching record trading results in 1972. 
The report and accounts make one 
wonder just what sector of shareholder or 
public the company is trying to reach or 
impress. 


Altifund's Financial 
Comparisons 


LTIFUND, being an investment 

trust, provides little scope for a Year 

in Brief” or some such feature at the begin- 

ning of the report. Instead shareholders in 

Altifund are offered 'Financial Com- 

parisons', as shown at the foot of this 
note. 


Shareholders may not be terribly im- 
pressed by the comparisons which in- 
dicate that Altifund capital shares have 
performed worse than any of the FT 
Indices. Further than that investment 
share prices have fallen to a substantial 
discount on the lower asset values, so that 
there has been a disproportionate fall in 
share prices. 


Lord Blackford, Altifund's chairman, 
comments that "The current investment 
trust market is selling on a larger discount 
to net asset value than it has done for 
many years. This reflects the current 
uneasiness, both in world stock and cur- 
rency markets. A further contributing 
factor has been a large amount of new 
investment trust issues made during the 
last year; these issues raised over £500 
million.’ 





Financial comparisons 


Net asset value per capital share 
Net asset value per income share 


Total funds 


Financial Times/Actuaries Investment Trust Index 


Financial Times Ordinary Index 


Financial Times All-share Index 


March March Movement 
37st, 31 st, per 
1973 1972 cent 
252p 347p —27:3 
101p 101p - 

.. £6,449,568 £7,977,851  —19:2 
187:8 242-2 —22:5 
456-3 509-0 —10-4 
189-6 217:7 —12-9 
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- Capital Choice 
the £88,000,000 society | 
1 with the personal t touch | 


LEDS & 
| ZOLBECE 


BUILDING SOCIETY - cm . 
Head Office: HOLBECK HOUSE, | è e e- = 
105, ALBION ST., LEEDSLS15AS. : 





AMÓN Office: 73 KINGSWAY, LONDON W.C. 2. OF Or p eople ih capital, our 


Branches and-Agencies throughout the country. - Capital Payment Schemes offer [S 1 0 
Member of the Building Societies Association, | | ££ 
Authorised for Investment by Trustees. - | d - many Savings, both direct and 


in tax liability. 
B NC Oné scheme guaranteesa 
= | m — died amount of fees for a given ' 
Many hundreds of accountants, have found the right job m outlay. Another provides a 
through this useful service. 1 MM growth element which is 


l calculated to meet the continual -$ 

FREE LISTS OF VACANCIES increase in fess. | 
will be posted to you or you can call at our Information Centre. . Examples . a | 
- and — without any form-filling study the classified registers. ` Guaranteed Scheme 
. Over 500 vacancies in the U.K. and overseas offer you the : "A capital sum of £2007 will produce fees of , 
` widest choice. Ring for relevant list! y, . £900 a year for 5 years starting in 13 pears 


AT ; : time, Saving: £2493. 
Public Practice: L. Kelleher, 01-628 4550 
More than 300 Professional firms utilize our services in Capital. Gr owth Scheme 

engagement of all grádes of staff from Articled Clerks The same surn will produce fees of £ 1026 a 
to Partners. Salaries: U.K. - up to £5,000; Overseas — - up to ^. yearand a saving of £3123, assuming a ` 
£10,000. ~ i | v M ae ‘growth of 74% per annum in m investment. 


` Commerce and Industry: R. Thornhill, 01-628 8860. 
«Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


School Fees Insurance Agency Ltd | 


10 Queen Street, Maidenhead SL6 IJA ) 
Phone 22323 (31010 24-hour service) 


E -t 
‘ 4 


Please post me full details 


t 


Tenon Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assigaments. 





_ Name arr 


RICHARD OWEN ASSOCIATES — + fies 





"Box 23, 47 Finsbury Court - 
Finsbury Pavement, London EC2A IHT ` 


i 


Note: Week-ends and-evenings answering service 01-628 8860 . 
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. Tell them about Time ice Personal Pension’ . . 9.976 to the basic pension for each year up to pension 
. Bonds: age (interim borus of 376 plus vesting bonus of 2.5%), 
Tell them about the Total Tax Exemption and also make a greater tax-free cash sum available 
fo, git ae Yes’ total tax exemption on every penny saved . at retirement. What is more, the interim bonus còn- 
: for retirement. Because premiums come off the top ünues to be added after pension age.. | 
+7. of earnings, reducing taxable income. Which means ` — "The generous pensions available 


- that, for basic rate taxpayers, a £100 premium would. 
FM cost £70. And higher rate taxpayers could claim as: 
.- ' muchas £75 tax relief for every £100 they save. 


For exampls, a man aged 40 next birthday, 
paying an annua. premium of £300, can now expect a- 
starting pension at age 65 of £3,177 p.a.or he can . 


2E _. Increased vesting bonus ~ take a tax-free’cesh sum of £7, ti anda pension of 
T E The pensions provided by Time Assurance ` — £2,358 p.a. for life. 
Society have always been considered to be. generous " l Tell them soon 


-and now the vesting bonus has been increased.again Send the coapón belów for complete agency. 
. from 2% per annum to 2.5% per annum of the basic’ - details and a full set of rates for men and women: 
in- ^». pension: This means that we can now.add atotalof ^ ata] ages. 

zi | D hae S. pm You'll be do.ng your self-erriployed sea a 
favour—and you:self a favour too: dur commission - 
rates are realistic and take account of the:cost o. 
your Service. — Ww. gei 


1 TO: TIME ASSURANCE SOCIETY .- 


| 56 Moorgate, London, EC2. Tel: 01-628 7546/7. ` 


i Manchester Office: 12a Piccadilly, Manchester 1. 

I Telephone: 061-624 7299/061-624-9955. 
Scottish Office: 6 York Place, Edinburgh. 1. 

i Telephone: 031- 956 3895. 


1, Please register me/us as Agent(s) « of Time Assurance Society: 
and senda supply oz Pension Bond literature. 


- 
. 













Amount of pension (to nearest £) for men retiring-at 65 
paying a premium of £100 a. year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum.. 







` Increasing annually 
by interim bonus. 
additions to produce a 
Total Pension of: 

























Cash option at ` 


Pension at 65 ) 
n , „pension age 





Adiusted 
Total - 
at age 65 


Total - 
Guaranteed | Pension at 
Age next Basic 65 with , 
birthday | Pension | estimated ` 
at entry .| - bonus . 

























At age 75 Tax-Free 


At age da Cash Sum 
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TANZI 


BLOCK CAPITALS, PLEASE 


f 


A o 9o. m 9S oh 9 m os o9 vL» s o o9 ov o $ 9 3 3 o8s o; "3 3 ^ 


if you select age 65 as your retirement age then the figure shown in column 3is ^ 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after, your pension has commenced. The figures in. -~ 
the final 2 colurins show the tax- free lump sum and revised commencing pension . 

at t present rates, if ‘you choose to commute part of your normal pension for cash. - 


x 0 * £o? ee ES SL E, o* 


TIME ASSURANCE Ret. I 
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July 12th, 1973 


URRENCY crises are as much , 
a part of summer as are Wimble- - 


don, test matches, Henley and the 
rest of the high season calendar. ’ 
There are even, to a degree, certain ' 
periods of preparation. for currency . 
crises as there are for the major 
The . 
spring preparation . of unease in the . 


 Social-cum-sporting events.’ 


foreign. exchange markets was fol- 


lowed by doubt turning on Watergate - 


and then feeding on its own growing 
uncertainty. 

A preliminary round in the shape of 
a German mark revaluation was a 
mere forerunner to the .first round 


proper and a widespread falling ‘to . 
pieces of the monetary system. The. 


umpires conferred over the week-end 
in Basle and the rest of the currency 
tournament goes on from there. 


| POLITICAL 
|t “is. said that - major 
decisions are political and not econ- 
omic in that. major changes are 
determined ' by: governments rather 
than ` by central banks. But the 
political decisions that . change cur- 
- rencies are only decisions forced upon 


politicians and not decisions. taken 


boldly in terms of constructive ‘cur- 
rency policy. The boldness oniy comes 
in retrospect. | 

Basically, two factors have caused 
the latest currency crisis — one political 
and one economic, and both linked. 
The di factor. is Watergate and 


į 


x 1 


Bank of England Minimum Lending Rate 


currency 
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the breakdown of political govern- 
ment in the United States. 
economic factor is the assumption of 


` commodity scarcity and the advantage 


taken of that assumption — oil being 
the prime example. 


- TOUGH 


It is extremely difficult to make a 
bullish case for stock-markets out of 
the present currency situation or to be 
more precise out ‘of the factors 
causing the present currency situation. 
The -major bugbear: of the. stock 


“market, or any market, is doubt. 


The worse the currency situation, 
the worse the economic prospect in 


terms of any chance of. success, let 


alone any degree of success,. in 


curbing inflation. Everyone insists that . 


the Government must govern and 
cure "inflation but there is ' barely 


' anyone prepared to lend the Govern- 
_ ment a hand. 


- But if: the Government Is to govern 
then Phase İli, without co- operation, > 
has to be exceedingly tough both in 


prices and profits, and as tough as it - 
can hope to be on wages. .Toughness 


RATES. AND PRICES 


Gee prices, Tuesday, Suly Toth, I 973 


The . 


calculated to 
optimism among share buyers.. 


A full 


: and the Government, 


61° 


on' prices and profits in the autumn 
seems likely to be. applied just when 
the present overheating in the economy 
is beginning. to lead to the first signs 
~of seizing up of the economic engine. | 

Toughness on wages will lead to 
strikes unless the Government by some 
brilliant and at present totally un- 
foreseeable stroke, gets the trade 


unions on its side. Intense pressure ‘on 


margins and the prospect of industrial 
disruption is hardly a combination 
induce a feeling of 


CRUX 
scale currency. crisis and 
falling interest rates do not go together 
in pressurizing 
the building societies into reducing 
their investment rate so as to allow ` 
a 94 per cent. mortgage rate, does not 
have much of a case if the level of 
long-term interest rates is. the crux. 


„of the building society matter. 


Building society rates are arrived at 
with a view to establishing a main- 
tainable level. They are not arrived at 
as a matter of short-term expediency. 


The chances of long-term interest: 


rates coming down to any worth-while 
degree must be exceedingly remote.  . 
If the building societies do reduce. 


“their interest rates by half a point at 
. the lending end, the action, can only 


be a short-term gesture. Inflation at its - 
present rate cannot have, any other _ 
effect on interest rates than to push ^" 
them higher. ` 


Finance House Base Rate = July 1st, 1973. o% | 


628 ^, 


233. ` 


Dec. 29, 1972 9 76 . April ro, 1973 . - 81% i 
„Jan. 19, 1973 83% " May 11, 10973. -8% Retail Price ägs us I. id) 178, o, 16. 5. 73 (from 176 7) 
Mar. 23, 1973 8175 May 18, 1973 -- 74% 
April 13, 1973 8:96 June 22, 1973 2o 78% Pg d Foreign Exchanges: | | 
PE Treasury Bills A : ; New York 2°5540 Frankfurt — 60450 
May 4 .. £7°3077% Juné8 ` . £7153996 Montreal ' 295515 Milan s. 1476750 , 
May 11 ecce e £73604% June 15 ^ £70268% ` Amsterdam 6 6750 Oslo 133450 
 Mayi8  .. ,.. £72483%- “Junez2 > £6:9945% Brussels 9o-8ooo Paris 103850" 
May 25. .. ^ .. £7195995 June29 -- £6°9586%  Conenha; " : 
June 1 .. £7°1604% ' July 6 - . 4685879, ` Copenhagen | 142750  Zirich 72250. 
' Money Rates a ' -o : Gilt-edged : 
A x day. 63-7 % Bank Bills Consols:4 94 36% Treasury 9% 1994 
643—739 2 months `- 618-68 Y : x 
Fine. Trade ‘Bills ; EIE 3 months dut? one » $% 234 Treasury 33% 84-86 Sor 
1 month. ^ 948% lis 61-630 Conversion 33% 334 Treasury 8196 87-90 , 83%.. 
^ 4 mont 4-6 4% ; : A a 
2 months .. 10 8% 6 months si -68% Conversion 51% 1974 ^ 984 .Treasury 63% 1976' .: . 938 
3 months .. . 108% ; os ke ds da Treasury us ds e 73 
. l i -80 Treasury 34% 79-81 .. 72 
E - Three Months’ Rate unane: 54 /o 79700 20 ry 33% 
Za ros dde e eue S4- 8i T Funding 54% 82-84  75Í Treasury 5% 86-89  .: 
Local authority bonds . , 8 - 74 F unding 54% 87-91 Ke 667 * Treasury 54% 08-12 554 
Sterling deposit certificates 8¿-— .84 Funding 6% 1993 .. | 66% “Treasury 24% 
Euro-sterling depone I2 —13 Funding 64% 85-87 75 Victory 4% 984 
Euro-dollar deposits `. o 9i Savings 3% 65-75 92$ War Loan 3196 - 33i 


88b — 


July 12th, 1973, 


1 


THE 


ACCOUNTANT | 


ZOL e$87 oog otg. 


- g£* 


061 SEE £98, S6b 


'£99 So£*z ISL'b S9S'S 


Ei ` 


j^ 
"UN 






"ETL OLL 


SUOOAISISI] MIN 





Le ‘ZIZ  góÓl gre. 
SUOTIDAISIGO MIN 





gz Sox  o£6'1 ggL'z' 
` T $H01D4151829; MIN 





UOIIDULUDAS] 21v1pou42]uy 
ayı wo4f porduiaxa Fuq 
40 Süisspd 491 fo pounupp 





EGLI oSS'S z11‘g 
SUOLJDAISIBAY MIN 








S£9'1 oi4'1 Lerg r£S'o1 
$401104251829] MIN 





vL teh. 
53/427) pany 9 NT 


Iv 








. POLSI SOAMPUIPUT > 





^ 


> 84491) PONY MIN 


6£61 1261 1461 cvL6i 
9] - "99 "9 "q 





03 0} 03 - O3 
,uef  "uef- ‘uef ‘uel 
SLNWGLLS - 
a 


` 


\ 


£Lt'£1 


' drys 


` ob6r 


~ 


` 
r 


~~ 


-s]UEJUNOIIE Jo s Aq po&o[duio 218 oym qoe ut jou sioquioul sopnpu] r. 


C6L‘I a d n s zzo‘. 


» 


-" 


- 


" + "Uoneururexs 3Jerpaua 


E n RSS -193U] om BION peiduioxo- ooq 10 passed peq ouis eso * a'I usps jo ssepo ouo > [uo SEA ed 8961 03 IO y 


1 A 
* = b 3 e 
x s 4 


r 


"Aquo vaopBury pes) z T | ; 


-Ji 6£o*£ ' (zv6r pepunoj). 2 
l ak «77 — $3ugjuno2oV : 
' pepum Jo A3eroog aq], 





688'S s¡uezunoo0 y ' 
` _Aueduo;) jo 23031480] M,L 


zoLr fr. SyUEJUNOI Y jeuoneu 
~19JUT Jo uonernossy UL 





T Siue 
99* 9 | -3unoooy pue stanser], 
[ediorungq jo o303nsu eur 


bom 





L£L'zx' |suv3unoooy juouroSeuv]Ar 
pu? 3507) jo 93M919SU] au, 





gSó'r1 ^ sjugjunoooV 
pagr Jo uoneroossy au T, 


A D ren ft iy T ———————— —— A —————— ————— | —— —— L— A A à —— — and 


y 6b'g 


q99noe1d 
-J9qQUISUI | ur JON 
o L 


1 


a 
P aat 


tgi'9. 


- UI 


hd 


/ 


(gP61) "A 
Slee o oo | eros 
. *etS'r bac Salo us els 1091 
(asx Gng) "E 2 d 
Sog*1 |. .] eez'9 
orZz - EE i . top ?£oo'zi 
Y99'L | Gg9'£1 
eL. | ag | 1$9 gotz L16'1 


Yz6'b || S6o'4 | sgsx | óg9g | grz 


'9onoeid. 


‘drys ¡99noeid | oonovad | ` drys ¡99139810 
-19quisuri|| ut3oN |. UT -I9quieui | UT JON 
19101 | [936r 
zL61 


oS6i 


, 


t 
—ÓÓM — — 





ctor. .990'6£ ¿LOS 1 " 65918 156'0p 


~ 


Is, AJlenuep je sy 


SaldO8 AONVLNNODOV JO dIHSH38IW3IN — — 


609'2 | purjax] ur siuvjunóooy 
pII jo 323031354] aur, 





gis‘r |: 964g | puepoos Jo sjuvjunoooy 
po1o3180;) JO onansu[ ou, 





| SHEM PU“, -. 
tS6'zi | +06ÉS | puv[Sus ur syuz;unoooy , 
| parayre jo Ommur etr, 


oonoeid drys ' . 
up .|-19quieur i . 
^ | TROL | 
££61 i id i 


. 
a masa 
Al of 


A A a lA 


1 


THE | sf o : 
ACCOUNTANT | » 


i 


July 12th, 1973, ge » 6. 
. É * - A f = T 


` 


| brokers and merchant banks and their company clients. Again, 
Y - care has: been taker to identify joint assignments "wherever `, 
known. ^^ +” " ee 3 








|.’ Financial Management Handbook. - 

“Gower. Press, £65o. — M | 

This. book, although covering well-trodden ground, is a useful 
companion on financial policy ánd practice.at company level. 
Particularly useful is Part I, dealing with financial planning - 
embracing the role of the finance director, planning for profit, 


- 


7 








The Fabric of Business  . i 
by Bruce A. C. Hires. +. D 
. McGraw-Hill, £3. .. B ar 

Books on management are abundant; it almost seems at times, 
to the regular reader of business books, that there àre more 
people writing about management than doing it. Nor.is the 


attitude of the serious reader improved on the sight of a leaflet 
issued by the publishers of this book which, after a list of topics 


- referred to in the book, goes on to assert ‘In fact, whatever you: 


want to know about business ~ its economics, its history, or the 
management techniques that keep it going - the chances are 
it’s in this book’. Mr Hills is more modest in his own preface, 
and states that the book is written in layman’s language, for the 
newcomer to businéss and for the rising manager who wishes 
to know more about his trade, and as an. 
senior mánager. - l 


.. 


"The emphasis of the author on the need for men and women 
to óbtain satisfaction from the jobs they do — and that includes ` 


management — is exemplary; and his emphasis on the environ- 
mental contribution of the manager can only-be applauded. Thus 


the book is far better than its publishers have süggested in their: 


much shallower critique. It is in fact a really good book, in 


coriveying a philosophy as well as a serious approach to the 


practice of managing business. It is not an accountancy book, 
but something in à sense freer.and wider, and most of us would 

- be better for its reading. | | | 
It includes a chapter on the national economy which some 
may .feel to be over-critical but which is not ‘political’ in the 


narrow sense. In fact, the author feels strongly on the quality, 


of government influence in business affairs, and says so. 


~ 


Directory: of City Connections 1973 | 
by J..W. M;CRAWFORD. — 


-— 


_ Crawford Publications, £9:75, including quarterly updating. 


service, . AO 


Some older generations of professional men may view. with 
surprise the publication of a reference volume listing the names 


aide-memoire for the . 


capital investment, the managing of working capital and the 
forecasting of capital réquirements. ` 


Part 2 covers costing and budgetary control.in relation to the 


-major functions (marketing, production, research and develop-. 
‘ments; overheads) with a chapter on internal audit. Part 3 deals . 


with the financial environment and shows how to manage 
relationships with the financial community as regards sources 


of finance, stock market rating and the managing of acquisition] - 


merger situatións and corporate taxation. l o 
The 18 chapters are each written by different authors with a 
mixture of backgrounds. Because of this and presumably a 
lack of editorial direction in thé layout: of chapters, it lacks 
continuity and standardization in such matters as conclusions 


. and references. In view of the fact that a major part of the re- 


sources of a company is usually invested in inventory, the short 
subsection on “Managing stock’ should have been considerably 
expanded and given much more prominence. 


Internal Auditing 
by W. W. Bice and J. O. Davis. | 
Fourth edition by E. H. WOOLF, F.C.A. m 
H.F.L.; £250. * ds | go * 
For the last twenty years Bigg and Davies” Internal Auditing 
has been widely regarded'as the definitive textbook in the UK 
on this subject. An internal audit service is increasingly recog- 
nized to be an essential part of the financial and administrative 
organization-of all but the very smallest undertakings. 

, In this respect the chapter on 
management’ is of paramount importance. The earlier chapters 
deal with scope and purpose, organization, internal check, pre- 
vention of fraud, programmes and working papers. The middle 
chapters cover particular sections of the audit programme. The 


‘later chapters concentrate on techniques, reports and relation- 


ships. eee 2 s E 
The book is a comprehensive survey of the organization of 
an Internal Audit Depártment and the techniques it employs; 
it demonstrates that the internal auditor must have a knowledge: 
(sometimes detailed) of all aspects of the operations of an under- 


taking. Many of the practical difficulties of internal auditors : 


receive shrewd comment. : 


“Internal audit as an aid to. 


n 4 


It is a pity that the edition (unlike earlier editions) does not 
contain the latest statement of responsibilities of the internal ' 
auditor (revised in 1971) issued by the Institute of Internal 
Auditors Inc. Such an inclusion would have emphasized the 
growing importance of operational auditing. — - E. 


“of stockbrokers and merchant banks, togethef with the principal : 
quoted companies for which.they act. The present book, 
however, has in fact been compiled from information publicly | 
available, and the publishers acknowledge 'the courteous assist- 
ance accorded by -each listed company in the verification of 
entries”, ' IS eo E 
. The Directory is in three parts, of which the first is a.list of 
companies- based predominantly on the Financial Times All 

: Share Index, together with the names of the stockbrokérs and 
merchant banks whom they principally consuli; in this con- 
nection there are a number of joint entries, and it is.made clear: 
that no listed company is necessarily committed to the advisers 
entered against its-name, 'l'here are, nevertheless, a few well- 
known names not included, apparently on the ground.that these' 
companies did not wish to appear attached to a particular stock- 
broker or bank. | / "M Mu l 

'.. Parts 2 and 3 consist, respectively, of similar lists of stock- ' 

? : k SUE Aet € 


Work Book for Principles 
by W., DEW, A.C.C.À., A.C.L.S. 
Harrap, 65p. | se i - 


Mr Dew is a visiting lecturer at the City of London Polytechnic 
and. this ‘book is designed for students to use during the pre-.. 
examination revision period. O: NEUES 
_ It contains sample questions on a number of topics connected 
with accounts papers, drawn from the University. papers, RSA 
exams, and other examining bodies. Each question is discussed’ . 


and a suggested solution given. 'This is then followed by ac 


of Accounts 
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series of further questions which are to be worked by the 
student before comparing his solution with the key at the back 
of the book. 

Each chapter contains revision notes and hints of usual weak- 
nesses in students’ approach. As the student works through the 
book the questions become more advanced. 

There is a final chapter consisting of two pages of examination 
technique which is full of very good sense, and should itself 
be compulsory reading for all good accounting students who 


nevertheless suffer from examination nerves when they are face 


to face with their paper. 
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RECENT PUBLICATIONS 
HANDBOOK OF CoMPUTER MANAGEMENT, edited by Ronald 
Yearsley & Roger Graham «sv. +328 pp. 9x 6. Gower, £6°50. | 
APPLICATION OF MaNacEMENT SCIENCE IN BANKING AND 
FINANCE, edited by Samuel Eilon and Terence R. Fowkes. 
vili+286 pp. 9X 6. Gower, £6'50. 
SHARE VALUATIONS, second edition, by 'T. A. Hamilton Baynes, 
M.A., F.C.A. XVi-- 206 pp. 84X 5i. Heinemann, £3:50. 
CASES AND MATERIALS IN REVENUE LAW, by A. J. Easson. xxx 4- 
544 pp. 9$ X 6. Sweet and Maxwell, £7; paperback £4"50. 


‘These books may be obtained from, or through, Gee & Co (Punisher) 
Ltd, The City Library, 151 Strand, London WC2R 1]J]. 





Accounting Standards 


SIR, — In your issue of July sth you enthuse over the establish- 
ment of the International Accounting Standards Committee. 
There is a literary. reference appropriate here that for the 
moment escapes me, but surely there is small need to rejoice 
over the establishment of yet another committee to consider 
matters that should have been finalized so many years ago. 

Committees come, committees go. What we need is action, 
and it is doubtful if any successful action has ever come from a 
committee. Perhaps the most famous. in modern history was the 
Committee of Public Safety in revolutionary France. Many 
lost their heads over that. It needed a Napoleon to establish 
order. 

If the various professional bodies concerned have nothing 
better to offer, then they must not be surprised if some future 


government plays the Napoleon and attempts, in its own way, 


to establish some sort of order out of the present chaos, and does 
it mandatorily rather than by recommendation. 


Yours faithfully, 


Barry, Glam. MICHAEL GREENER. 


Register of Accounting Machines Wanted 


SIR, — Some months ago my company was considering the in- 
stallation of a mini-computer type of invoice producing 
machine, which would post sales and purchase ledgers. There 
are many companies producing these machines, some very 
sophisticated (and very expensive), and some making cheaper 
machines which might possibly perform the duties we required 
of it. 


After studying some of the many brochures sent out by the 


manufacturers it occurred to me to seek help from the Institute. 
I was astonished and disappointed to learn that the Institute 
has no department which can give advice. It seems certain that 
there must be many other firms whose secretaries and account- 
ants are faced with similar problems. It is equally certain that 
the practising firms of accountants will have met at some time 


probably every type of accounting machine ever produced 


anywhere in the world. 
I am writing in the hope that you will print this and that 


other accountants in commerce will petition the Council to set 
up a small department which could compile and keep up to 
date a register of accounting machines, showing, say: 

(1) Name of manufacturer and description of the machine. 


(2) A brief description of its capabilities - number of 
registers, etc. 


(3) An assessment or its merits and de-merits for various 
tasks. 


(4) Cash cost. 
(5) Leasing cost. 


(6) Servicing and after sales record, prompt or otherwise, 
how long it takes for mechanics to attend to breakdowns. 


Such unbiased information would be of enormous value to 
commercial firms and 1 feel sure they would be prepared to pay 
a fee for it; the fees could be made to cover the cost the Institute 
would incur in running the service. Also, commercial firms 


. would be happy to give opinions about their particular 


machine. | 
Yours faithfully, 


King's Lynn. L. A. E. BOURLAY, M.B.E., F.C.A. 


Indirect Taxation 


Sir, ~ I could not disagree more with Mr Trigwell (June 28th 
issue), nor for that matter with Mr Clayton's idiosyncratic 
commentary on Adam Smith. 

Wil either correspondent please explain to me why it is 
either logical or equitable to tax people according to their 
‘ability to pay’? The economic sin is, and always has been, -not 
the creation of wealth but the consumption of it. The individual 
must forgo consumption to release some part of our limited 
resources to be consumed for our common good by the State. 
'The sensible way to achieve this is to tax people according to 
their capacity to consume. In this way, they contribute whether 
the funds come from income, capital or, for that matter, 
football pools. 

The simple difference between a consumption tax and any 
other tax is that all others tax savings as well as consumption. Few 
tax expenditure financed out of capital. Is that what we really 
want? 


Yours faithfully, 


Sheffield. M. J. MALLETT. 


Readers.are reminded that anonymous letters cannot be con- 
sidered for publication. All letters submitted for reproduction 
must be authenticated by the writer's name and full address, 
even though in exceptional circumstances the use of a nom 
de plume is desired. — EDITOR. 
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Some Personality Factors of 
Articled Clerks 


Research Report 


by A. C. OSMAN, M.A., M.Sc. 


*PSYERSONALITY” is what all of us 

have to deal with in the give and take 
of business and social life, or even when 
alone. Yet, it is difficult to answer the 
questions: What is personality? How to 
measure it? Like the controversies among 
accountants over questions relating to 
accounting principles, the psychologists 
have diverse views. A reasonable de- 
finition of personality is “the integrated 
and dynamic organization of the physical, 
mental, moral and social qualities of the 
individual, as that manifests itself to 
other people”. 

The view that the concepts or terms 
used in non-analytic scientific statements 
must be definable in terms of identifiable 
and repeatable operations, has led to the 
construction of personality scales and 
methodology of personality measure- 
ment. Mainly, ‘projective’ or ‘non- 
projective’ tests are used to measure 
personality. In the former tests, the 
reaction of a testee to an ambiguous 
stimulus is observed, and conclusions 
are drawn about his personality pattern. 
The non-projective tests are, generally, 
questionnaires. One of these is the 
Eysenck Personality Inventory (EPI). 


Fundamental personality traits 


The EPI (alternative forms A and B) is 
designed to measure extraversion (E) 
and neuroticism (N), which, according 
to the Manual of the Eysenck Personality 
Inventory (London University Press, 
1964), are two fundamental and 
independent personality traits. 

The scales are to be seen as ex- 
tending over a continuum from extra- 
version at one extreme to introversion at 
the other; neuroticism has stability as its 
opposite pole. Normal men and women 
would occupy the middle ranges of the 
scales. All of us have some of E and some 
of N; it is the comparative 'more' or 
‘less’ which matters. The EPI also has an 
experimental lie scale which is useful in 
detecting individuals ‘faking good’. 

'The relationship of extraversion/intro- 


version and neuroticism stability is shown 
in the diagram below. 


Students' results 


Two separate groups of male articled 
clerks of The Institute of Chartered 
Accountants in England and Wales, 
attending a full-time course at certain 
London polytechnics, were requested to 
complete the EPI, Form A and B 
respectively, as part of an ongoing 
research project on the objectives and 
techniques of accountancy education and 
training. 

On Form A, the scores obtained by the 
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Mr A. C. Osman, M.A., M.Sc., who 
teaches in the Department of Profes- 
sional Studies, Polytechnic of North 
London, is engaged in research on the 
objectives and techniques of account- 
ancy education and training. He has 
published reports on the analyses of 
deployment of qualified accountants, 
and on inflows and outflows of 
accountancy students, in Britain. Last 
year he visited Canada to collect 
material on accountancy education. 
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(Published by permission o 
Professor H. J. Eysenck.) 
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articled clerks were of a distinct pattern. 
Their scores were further compared 
with those of businessmen (Eysenck, 
1967'), Bradford business and university 
students (Smithers, 1968?), and the norms 
for the students and the general popula- 
tion given in the manual of the EPI by 
means of t-test calculations. (‘t-test’ is a 
statistical procedure for making such 
comparisons; “significant at 5 per cent 
level or at 1 per cent level', means that 
there are 5 per cent or 1 per cent chances 
of being wrong.) 

There were no significant differences 
between the articled clerks and the 
Bradford business students, all other 
Bradford university students, students 
in general (Eysenck norms), or the general 
population. In Smithers study the Brad- 
ford business students scored (at 5 per 
cent level of significance) higher on 
neuroticism than the general population, 
and higher on extraversion than the 
students' norms. 

'The Bradford business students scored 


(at 1 per cent level of significance) 


higher on neuroticism and extraversion 
than the 'successful' businessmen. The 
differences of personality between the 
articled clerks and the ‘successful’ busi- 
nessmen were not so pronounced: the 
articled clerks scored higher on neuro- 
ticism (at 1 per cent level of significance) 
than the businessmen in general manage- 
ment, production, sales and personnel 
functions, but on extraversion they 
scored higher (at 5 per cent level of 
significance) than the first two groups 
only and were not significantly different 
from the sales or personnel groups. This 
may be a reason the qualified accountant 
is more readily assimilated by the business 
world than is the business graduate. 


Interesting comparison 


Of course, the most interesting compari- 


- son was between the articled clerks and 


the businessmen in the finance function. 
Of all the businessman groups in the 
Eysenck study, the finance group has the 
highest score on neuroticism and the 
lowest score on extraversion. The articled 
clerks were less stable (at 5 per cent level of 
significance) and more extravert (at 1 per 
cent level of significance), than this group. 

Eysenck and Eysenck (1964) state that 


there is a significant trend for N and E to 


decline with age, although its magnitude 
and mechanism are not known at present. 
Taking into consideration the difference 
in age (about 12 years) between the 
articled clerks’ group and the business- 


1 Eysenck, H. J. (1967). ‘Personality patterns in 
various groups of businessmen.' (Occupational 
Psychology, 249-250.) 

2 Smithers, A. G. (1968). 'Some characteristics 
of business students in a technological univers- 
ity: Part 1.’ (Occupational Psychology, 161—165.) 
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men's group, it would appear that the 
articled clerks may possibly attain 
similarity with the ‘successful’ business- 
men sooner than the business graduates. 
Also, it could be speculated that at some 
stage, some of the articled clerks would 
become more like those in the general 
management group, and others would 
become like the members of the finance 
group. These are some of the hypotheses 
which should be tested by empirical 
research. 

On Form B, again, the articled clerks 
scored a distinctive pattern of personality. 
Their scores were further compared by 
means of t-test with those of the (male) 
university students, students in colleges 
of education, and in polytechnics 
(Entwistle et al., 1971?), and the norms for 
students, apprentices and general popu- 
lation, given in the EPI manual. 

On extraversion, there were no signifi- 
cant differences between the articled 
clerks and the university students or the 
students (norms), but the students in 
colleges of education were (at 1 per cent 
level of significance) higher on extra- 
version, and so were the students in 
polytechnics (at 5 per cent level of signi- 
ficance) when compared with the articled 
clerks, The apprentices were more stable 
but more extravert (both at 1 per cent 
level of significance) than the articled 
clerks. Also, the articled clerks scored 
higher than the general population on 
neuroticism as measured by the Form B. 


? Entwistle, N. J. et al. (1971). “The academic 
performance of students: Part 1.’ (British 
Journal of Educational Psychology, 258—267.) 


= : 2 m 
a y r 1 B 
* ec H A fa -- Ld x 
" PEA T qu e AL pee $e ‘ oe ser » 
e EN Lon -5 - s i, AA y N 
y.! ^M VAT, t e Je vi x d wt. 
y e es 
»* x 
PoR 


ew 4 I 
F y” 13-4 ^ 


EC 


À. E A- ES 
A " ? 4 


Conclusions 


Much more research is required to 
generalize the results given here. Tenta- 
tively, it appears that: 


* articled clerks, compared with other 
student groups, have a distinctive 
personality pattern as a group; 


* articled clerks are in personality more 


like the ‘successful’ businessmen 
than are the university business 
students; 


* it may be possible to advise account- 


ants, by reference to personality 
patterns, to choose between the 
management or finance functions. 


In order to attract suitable persons to 
accountancy careers, to design suitable 
systems of education and training for 
accountancy careers, and to develop job 
satisfaction for persons and synergism 
for the organizations in which they work, 
it may be necessary to cultivate better 
understanding of personality. This can 
be helped by research on personality, 
and by raising the level of knowledge 
and interest on the behavioural aspects of 
accountancy. 


Acknowledgements: Dr Isabel Blain; Dr C. 
F. Carter (Chairman, Advisory Board of 
Accountancy Education); Professor N. J. 
Entwistle, Professor H. J. Eysenck and 
Dr A. G. Smithers, for helpful comments; 
Mr R. J. Woof, Institute of Computer 
Science, University of London, for assist- 
ance; and the articled clerks and their 
teachers who generously gave time and 
effort for this study. 


APPENDIX | 
Neuroticism and extraversion scores of the articled clerks and other groups on the 


Eysenck Personality Inventory. 


Group No. of | Neuroticism Extraversion Lie scale 
persons Mean (SD) Mean (SD) Mean (SD) 

(Male) articled clerks 61 9:29 (4:98) 12:19 (3:68) 2:47 (1:32) 
Bradford business students 37 10:81 (4:15) 12:75 (3:62) 
All other Bradford students 570 9°67 (4°33) 11:63 (4:21) 

E: Students (norms) 347 IO'OI (5:01) II'IO (4°54) 

E General population 2,000 9:07 (4:78) 12:07 (4:37) 

£ | General management 165 7:04 (4:03) 11:13 (3:58)* 2:80 (2:12) 
Production 135 6:90 (3:77). 11:05 (3:72)* 3:08 (1:69)* 
Finance 132 : 7:53 (4'49)' 10:12 (3:49)? 2:93 (1:97) 
Sales 168 7:04 (3°64)f 11:33 (3:98) 2:93 (1:52)* 
Personnel 88 7:11 (404)]  ir34 (436) 2:95 (1:72) 
(Male) articled clerks 59 12:21 (4:12) 13:39 (3:06) 2:36 (1:85) 
University Students 492 12:70 (4:39) 13:70 (4:03) 

m | College of Education 

E students i 161 11:50 (4:10) 15:50 (3:77)1 

& | Polytechnic students 140 13:00 (4:24) 14:90 (4:04)* 

E | Students (norms) 347 11:04 (4:82) 13:44 (4:19) 
(Male) apprentices RAELE 9:88 (4:09) 15°59 (3:83) 
General population .. 2,000 10:52 (4:70) 14:15 (3:92) 


Results of the t-test for significance of difference between the articled clerks and 


other groups: 


* Significant at 5 per cent, but not at 1 per cent level, two-tailed test. 


+ Significant at 1 per cent level, two-tailed test. 
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Law Students' 
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Salaries 


Associate Members' Group, The Law Society 


Following the report in ‘Roundabout’ on June 14th, on the salary 
campaign which the Law Society's Associate Members' Group has 
launched, Bruce Edgington, Chairman of the Group, discusses a 
state of affairs which law students have had to bear much longer 


than chartered accountant students. 


HE Associate Members' Group of the 

Law Society represents 10,500 soli- 
citors’ articled clerks. About three- 
quarters of these are in the provinces and 
the remainder in London. For some years 
the representative body of the Law 
Society Associate Members’ Group has 
been its National Committee and we 
have for some time been campaigning 
for more pay. 

Until the 1950s it was the normal 
practice for articled clerks (or their 
parents) to pay premiums or at least not 
be paid during articles. Fortunately for 
us and our profession this practice has 
all but ceased and we are in a position 
where many articled clerks are paid 
quite well. Nevertheless, the present 
situation is far from satisfactory. 


Sixpence a week 


We are continually hearing of articled 
clerks being paid very low wages. At the 
beginning of this year I heard of four in 
Chester who were receiving no wages at 
all. Someone went for an interview quite 
recently in Coventry and when he asked 
about his salary he was offered sixpence 
per week! A clerk in Yorkshire who 
reckons to bring in £500 per month for 
his firm in costs and who runs a branch 
office paid a £100 premium last year. 

I have taken three examples from 
many, but from this it can be appreciated 
that there is in existence what can only 
be described as an archaic and arbitrary 
system. Since July 1972 the only persons, 
in general, who can be articled clerks have 
either a degree or have taken a one-year 
course in preparation for Part I of the 
qualifying examinations. In other words, 
a solicitor can expect his clerk to have 
a grounding in legal theory and he no 
longer has clerks straight out of school. 
Consequently, clerks should be- and 
sometimes are — given a good deal more 
responsibility from the start of their 
articles. 

Our efforts to ensure a better pay struc- 
ture have been concentrated on obtaining 
uniformity more than anything else, on the 





Bruce Edgington is 25 years old and married. 
He is articled to the Southend-on-Sea firm 
of Mitchell, Williams and Roland Thomas 
after transferring his articles from a firm in 
Swindon in April, having been there since 
1966. He served on the National Committee 
of the Associate Members, Group of the Law 
Society for a year before becoming Chairman 
in 1972. He anticipates that he will qualify in 
October. 





basis that the lowest paid are more in 
need of help. At first we tried to persuade 
the Law Society to agree to a recom- 
mended salary scale. That did not work 
and the Law Society gave as their reason 
for turning it down that a national scale 
would be inapplicable in view of varying 
conditions throughout the country. Tak- 


ing this as a lead we decided to contact 
all the law students’ societies in the 
country, with a view to their negotiating 
pay scales with their local senior bodies. 

There are nearly fifty law students” 
societies covering most of the country 
and as a result of our efforts some 
thirteen of those now have scales. 

A further objective we wish to achieve is 
some absolute minimum recommended 
wage. That is to say, recommended by 
the Council of the Law Society - the 
governing body of our profession. In 
our view this is an entirely reasonable 
request. We have asked for a figure 
commensurate with the Department of 
Health and Social Security “poverty 
line’, i.e., about £11:g0 per week. We 
have been criticized for asking for such a 
low figure, but the Law Society's attitude 
has always been that they will not make 
any recommendation at all. 

Bearing this in mind we have asked for 
a figure which, in all the circumstances, 
we feel is a figure the Law Society can 
agree as a recommendation without 
offending its members. 


Clear advantages 


The advantages of such a minimum are 
clear. Firstly, it will give local negoti- 
ations some basis to build upon. Secondly, 
it will give solicitors some concrete 
figure as opposed to the vague generalities 
which have been the Law Society's policy 
in the past. 

Our latest proposals in our campaign 
for better pay were contained in a report 
published on June roth, which received 
fairly wide press and radio coverage. 
The recommendations contained in that 
report were as follows: 

(1) A national minimum wage of not 

less than the DHSS “poverty line”. 

(2) Negotiations with the Law Society. 

(3) Negotiations with local law societies. 

(4) A standing committee to discuss 

problems of local negotiations as and 
when they arise. 

(s) General encouragement and cam- 
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Notification of ICA 


Examination Results 


Subject to unforeseen circumstances, lists of candidates successful 
at the May 1973 Final Part | and Ill examinations of The Institute 

of Chartered Accountants in England and Wales will be displayed 
at Chartered Accountants' Hall, Moorgate Place, London, on 
Monday, July 23rd, and will be published in The Accountant of 


July 26th. 
In addition, 


each candidate may expect to receive by post at the 


earliest on Monday, July 23rd, a notice stating whether he has 
passed, failed or been referred together with details including any 


prize awarded or, if unsuccessful, 


in individual papers. 


particulars of his performance 


The Institute advise that they cannot give information of results 
by telephone or telegram and cannot entertain any inquiry as to 


whether results are available. 
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paigning with the Law Society, 
solicitors and others to highlight the 
recommendations of the report. 


The Council's reply was a statement 
in the Law Society's Gazette making 
vague general recommendations to soli- 
citors to pay wages in accordance with 
expenses, age, ability, etc. We do not 
consider that this is good enough and the 
Council of the Law Society have agreed 
to meet us to discuss the situation. 

Our big difficulty — as in accountancy, I 
imagine — is that articled clerks have no 
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direct power. They are not allowed to 
be members of the Council of the Law 
Society so that they can argue from with- 
in” and they are not prepared to use 
industrial action or use the sorts of 
political blackmail which some of the 
larger unions have indulged in. 

The result is that persuasion is our 
only *weapon' and to a large extent this 
has been and will continue to be largely 
ineffective. Equally, however, it is having 
some eftect and it is imperative that we 
do not bury our heads in the sand. 





Salary Campaign - 
to Institute Statement 


Ir was, perhaps, predictable that the 
London Chartered Students’ reaction 
to the Institute's statement on the 
£1,100 p.a. salaries campaign published 


. in ‘Roundabout’ on June 21st would be 


one of complete rejection. The Society, 
in its reply, does not mince words, 
it declares: "Ihe Institute's statement 
displays a level of cynicism and com- 
placency unbecoming to a body entrusted 
with the responsibility for accountancy 
education, but it is, sadly, an attitude 
which students have come to expect.’ 
The Society's reply goes on to observe 
that the rosy view taken by the Institute 
of the system of articles of clerkship 
will not be shared by the majority of 
students. Whilst admitting that students 
receive 21 weeks' study-leave during their 
period of articles, the Society points out 
that in most cases the students have to 
pay for their own courses and in many 
cases receive no pay during study-leave. 


Charging out time 
“We reject entirely’ continues the 
Society’s statement, ‘the argument that 
a substantial increase in salaries would 
limit entry to the profession by making 
the employment of students uneconomic. 
The majority of firms both large and 
small charge out students’ time to 
clients at at least £2 per hour which, 
allowing for overheads and study-leave, 
is more than adequate to finance the 
salary-level we are seeking. It should be 
stressed, too, that any substantial in- 
crease in salary would be an incentive to 
increased efficiency and improved stand- 
ards of management and would encourage 
principals to take a greater interest in the 
training of their students — it is significant 
that the firms which at the moment pay 
the best salaries also provide the best 
in-service training. 

“The Institute's attempt to shirk its 


CASSL Replies 


responsibilities for the salary levels of 
student members of the profession is 
unacceptable. Its claim that it “has not 
the power to make regulations binding on 
members” is simply not true — take, for 
example, its regulations relating to 
advertising at present being investigated 
by the Monopolies Commission. More 
relevant still are its regulations governing 
the system of articles which, with its 
restriction on transferability of labour, 
acts as a depressant on the level of 
students’ salaries. In any case, the 
students are not seeking regulations 
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from the Institute governing minimum 
salaries but merely recommendations. 

‘It is ironic that the Institute which 
exerts so much energy on imposing 
regulations curbing free market forces on 
such issues as advertising and articles of 
clerkship should shy away from the 
prospect of a mere recommendation on 
the subject of salaries for students and 
should prefer to worship the twin gods 
of supply and demand.' 

Reminding the Institute that the 
salaries campaign was adopted at the 
March ACASS Council, the Society's 
statement concludes by saying: “in 
singling out the Chartered Accountant 
Students’ Society of London for criti- 
cism, the Institute is making a blatant 
but ineffectual attempt to split the 
student movement. 'T'he salaries campaign 
is not simply a CASSL campaign, but 
was adopted at a national level at the 
March Council of ACASS. The In- 
stitute's entire statement is an attempt 
to sow dissension and confusion rather 
than being an attempt to solve the problem 
of those students receiving grossly in- 
adequate salaries and training’. 


CHARTERAC FC 


Last week ‘Roundabout’ inadvertently 
stated that Dave Lowe was captain of 
Charterac II, the Sheffield CASS second 
soccer XI. He is, however, captain of 
Charterac I; club chairman Brian Grey 
skippers the second team. 


—————————M——— MÓ—MÀ 


LETTER TO ROUNDABOUT 
The Future of CASSL 


SIR, - As a newly-elected member of the 
CASSL executive committee, I feel it 
essential to clarify certain doubts and 
assumptions expressed by the President 
of our Institute in his speech at Mr 
Derek du Pré's retirement dinner [‘Round- 
about”, June 21st.] 

Members of CASSL will be pleased to 
note that the President admitted “that the 
Society's desire for complete independ- 
ence is in tune with the times”. I regret to 
say that the assumption by the President 
that 'apparently those who now direct the 
affairs of the Society want all the links to 
be cut’ is mistaken. 

This clearly emerges from the first 
meeting of CASSL executive committee, 
when a proposal to withdraw our repre- 
sentation on the LDS committee was 
rejected; instead, a special liaison. com- 
mittee was set up to keep in close touch 
with LDS. It was noticed that two LDS 
representatives to the CASSL executive 
committee were absent from this meeting. 

At their last AGM _ [‘Roundabout’, 
June 14th] a substantial majority of CASSL 
members endorsed the new rules for the 
Society and instructed the executive com- 
mittee to carry out certain reforms experi- 
enced in the resolutions. Senior members 


of the profession, on the other hand, 
appear prone to tell stories of what it 
used to be like when they were articled, 
or to attack democratically-elected mem- 
bers of CASSL’s executive committee as a 
militant and politically-motivated pressure 
group. We do not wish the senior members 
to resign; but we do expect them to create 
a friendly atmosphere for healthy dis- 
cussion and criticism. Statements such as 
‘Don’t press us too hard, or we may 
become too hard on you’ are not very much 
appreciated amongst CASSL members. 

Members of CASSL are concerned 
about the standard of a profession which, 
if it is not going down, is at present static 
due to the outdated system of articled 
service. To keep the standard high and 
meet with rapidly-changing requirements, 
young professionals feel that their training 
should fit them for taking any kind of 
responsibility, without having to depend 
on post-qualification experience. This is 
only possible when articled clerks are used 
more productively; and productivity will 
not be achieved until articled clerks are paid 
higher wages than existing average rates. 

Our intentions and future policies are 
in good faith. They will affect the prospec- 
tive members of the Institute, rather than 
the present ones. 

Yours faithfully, 


London NW6. ABDUR RAZZAQ. 
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A COMPUTERISED ACCOUNTING SYSTEM 


Our terminal . . . Your accounts. 


YOUR 
ACCOUNTS 
FILES 


TIGAR stands for: 
Texas Instruments General Accounts Receivable. 


It's a highly flexible, open-item sales ledger system. TIGAR's sales ledger holds all current transactions in 
detail. It covers every need - Discounts, VAT, Cash Posting, easy Balancing, Audits and Forecasting. 
It has compatibility with your existing invoicing system; alternatively, can provide a new system for 
automatic or semi-automatic billing. 
Because Texas Instruments put so much more into TIGAR, you get more out of it. 
All kinds of special working reports are easily extracted - statements, credit controls, subsidiary ledger, 
summary balances, VAT returns, and many other special reports to your specification. 
Texas Instruments European Information Centre, housing their large IBM computers, is at Croydon. 
Clients can use this directly, or through any of the Texas Instruments Data Centre installations. Clients 
throughout the UK and Europe already enjoy the low-cost, high-capability of this service. 


o 


Ask about TIGAR, here: 


Tony Seaman, European Information Centre, Texas Intruments Limited, 
Canterbury House, Sydenham Road, Croydon, Surrey. Telephone 01-686 0061. 





WHEATCROFT 
AND 
WHITEMAN ON 
CAPITAL 

GAINS TAX 


by 

PETER G. WHITEMAN, LL.B., LL.M.(London) 
of Lincoln's Inn, Barrister-at-Law 

and 

DAVID C. MILNE, M.A.(Oxon.), A.C.A. 

of Lincoln's Inn, Barrister-at- Law 


The abolition of Case VII of Schedule D by the 
Finance Act 1971 has resulted in there now 
being only one comprehensive tax on capital 
gains in the United Kingdom. The law and 
practice is now much simpler and this is 
reflected by the size of this volume — approxi- 
mately half the length of its predecessor, 
Wheatcroft on Capital Gains Taxes, of which 
this is in effect a second edition. 


In spite of simplification, the taxation of 
capital gains still contains many pitfalls for the 
unwary and so lawyers, accountants and other 
professional advisers will welcome this self- 
contained work on the subject. It is intended 
that this will be the definitive book on capital 
gains tax and it has been written as the com- 
panion volume to Whiteman and Wheatcroft 
on Income Tax and Surtax and Taxation of 
Companies, by Richard Bramwell. Each volume 
is available separately and all three also form 
part of the British Tax Encyclopedia service. 
Cumulative supplements will be issued when- 
ever necessary during the useful life of this 
book. 


1973 £8 net 
postage extra 


Sweet €: Maxwell/ 
W. Green €: Son 


Mail orders to: North Way, Andover, Hants 
SP10 5BE 
Bookshop: 


116 Chancery Lane, London WC2A 1PP ES) 














KING'S INVESTIGATION BUREAU 
LIMITED 


Criminal and Commercial Investigations 


Cases of Conspiracy and Fraud. Internal Thefts 
and Extensive Pilfering. Corruption and Leakages 
of Commercial Information. Surveillance and 
Undercover assignments. Character and ante- 
cedents of individuals and bona fides of business 
concerns. Financial Investigations and enquiries 
into matters arising from Bankruptcy and Com- 
pany Liquidation proceedings. Specialist Security 
Services including Security Surveys covering 
Computer Operations and confidential Data 
Control Procedures. Counter Industrial Espionage 
assignments. 





CHANCERY HOUSE 
53/64 CHANCERY LANE 
LONDON WC2A 1QU 
Telephone 01—405 0343 






This Bureau does not undertake enquiries 
in connection with matrimonial matters or 
industrial disputes. 


For nearly 100 years we 
have published books for 
the accountancy profession, 
especially textbooks for 
students. 


THE LARGEST SELECTION OF 


ACCOUNTANCY AND 
MANAGEMENT 
PUBLICATIONS 


Distributors for publications of 
THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 
AND THE ASSOCIATION OF CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO (PUBLISHERS) LIMITED 
151 STRAND, LONDON WC2R JJ 
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The Institute of Chartered Accountants 


in England and Wales 


Disciplinary Committee Hearing 


1. A member having been found guilty 
of acts or defaults discreditable to a 
member 
(a) in that he without good cause failed 
within a reasonable time to reply to 
a letter addressed to him on rst 
March 1972 by a company con- 
cerning the affairs of a former client 
of his but then a client of the 
company 
(b) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him in 
his professional capacity on 13th 
July 1972 by a former client of his 
(c) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 18th August 1972 by the 
Institute 
(d) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 11th December 1972 by the 
Institute 
was ADMONISHED, but the Committee 
considered that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Decision. 


2. A member having been found guilty 
of an act or default discreditable to a 
member 

in that he, when as liquidator of a 

company it was his legal and pro- 

fessional duty to forward to the 

Registrar of Companies a copy of the 

Resolution to Wind Up the said 

company, having been informed on 

24th August 1970 that the copy 

Resolution said by him to have been 

forwarded to the Registrar had not been 

received, without good cause failed 
thereafter within a reasonable time to 
forward such copy Resolution to the 

Registrar or to provide the Registrar 

with an explanation for his failure 
was ADMONISHED, but the Committee 
considered that there existed special 
circumstances justifying the omission of 
his name from the publication of the 
Finding and Decision. 


3. A member having been found guilty 
of acts or defaults discreditable to a 
member 

(a) in that he when as liquidator of a 


company it was his legal and pro- 
fessional duty to file with the 
Registrar of Companies at six- 
monthly intervals accounts of pro- 
ceedings in and the position of the 
said liquidation without good cause 
failed until gth February 1973 to 
file such accounts for the periods 
ending 1st February 1970, Ist 
August 1970, 1st February 1971, 
ist August 1971, rst February 
1972 and rst August 1972 
(b) and in that he when as liquidator of 

a company it was his legal and 
professional duty to file with the 
Registrar of Companies at six- 
monthly intervals accounts of pro- 
ceedings in and the position of the 
said liquidation without good cause 
failed until gth February 1973 to 
file such accounts for the periods 
ending 27th September 1970, 27th 
March 1971, 17th September 1971, 
27th March 1972 and 27th Septem- 
ber 1972 

was REPRIMANDED, but the Committee 

considered that there existed special 

circumstances justifying the omission of 

his name from the publication of the 

Finding and Decision. 


4. Clive Robert Gates, F.C.A., of 48 
Notting Hill Gate, London W11 having 
been found guilty of acts or defaults dis- 
creditable to a member 

(a) in that he on roth December 1971 

signed a report under the Account- 
ants’ Report Rules 1967 in respect 
of a solicitor, to the effect that the 
solicitor had during the period rst 
September 1970 to 31st August 
1971 complied with the Solicitors' 
Accounts Rules 1967 save for 


trivial breaches, whereas he knew 

or ought to have known that the 

solicitor had not complied with 

Rule 11 (1) (a) of the said Rules in 

that necessary entries had not been 

made in his books to record 

transfers by way of set off between 

accounts in the Clients’ Ledger 

(b) and in that he on roth December 

1971 signed a report in respect of a 
solicitor, to the effect that he, as 
required by Rule 4 (1) (f) of the 
Accountants’ Report Rules 1967 
had compared the total of the 
individual liabilities shown by the 
Clients’ Ledger accounts as at 31st 
August 1971 with the Cash Book 
balance on Client Account on that 
date and that the figures were in 
agreement as was the Cash Book 
balance on Client Account in 
agreement by reconciliation with the 
cash balance on Client Account 
whereas he knew, or ought to have 
known, that the books showed on 
that date liabilities to clients mater- 
ially exceeding the amount of cash 
standing to the credit of Client 
Bank Account 

was REPRIMANDED. 


5. Eric Saunders, a.c.a., of Colbury 
House, Hill Street, Calmore, Southamp- 
ton having been found guilty of acts or 
defaults discreditable to a member 

(a)in that he without good cause 

failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 24th 
August 1972 by accountants acting 
for a former client of his 

(b) and in that he failed within a 

reasonable time and despite two 
reminder letters to reply to a letter 
addressed to him on 2nd March 
1973 by the Institute concerning a 
complaint made against his pro- 
fessional conduct. 

was EXCLUDED from membership. 

Eric Saunders, F.C.A., partner in 
Watson and Tebbett, ro Peacock Lane, © 
Leicester wishes it to be known that he is 
not the Eric Saunders referred to above. 


Appeal Committee — Hearings on 31st May 1973 


1. Brian Thomas Edward Foster, A.C.A., 
of 53 Purbeck Close, Bedford having 
been found guilty of acts or defaults 
discreditable to a member 
(a) in that he in or about March 1972 
when as an officer of a Sports Club 
he had received on behalf of the 
Club monies amounting to /200 
which it was his duty to account for 
to the Club, improperly and with- 
out authority used the monies for 
his own private purposes 


(b) and in that he in or about April 
1972 when as an officer of the Sports 
Club he had received on behalf of 
the Club monies amounting to £250 
which it was his duty to account for 
to the Club, improperly and without 
authority used the monies for his 
own private purposes 

(c) and in that he between May 1972: 
and October 1972 when as an 
officer of the Club he had received 
on behalf of the Club monies 
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amounting to £541:77 which it was 
his duty to account for to the Club, 
improperly and without authority 
used the monies for his own private 
purposes 

was EXCLUDED from membership. 


2. Gordon Price Leech, F.c.a., of 9 
Walker Terrace, Bensham Road, Gates- 
head, Co. Durham having been found 


Aud of acts or defaults discreditable to a 
member 
(a)in that he despite having been 
reprimanded by the Disciplinary 
Committee on 21st March 1972 
for failing without good cause to 
conduct with due expedition the 
administration of an estate never- 
theless failed thereafter to conduct 
the said administration with due 
expedition 
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(b) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 18th September 1972 by the 
Institute 

(c) and in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
on 6th December 1972 by the 
Institute 

was EXCLUDED from membership. 





Notes 


and 
Notices 


PROFESSIONAL NOTICES 


ALLFIELDS, Chartered Accountants, of 
Wellington House, 125-130 Strand, Lon- 
don WC2R oAZ, announce that Mr C. H. 
CLARK, A.C.A., has been admitted to 
partnership with effect from July 1st, 1973. 


DEARDEN, LORD, ANNAN, MORRISH, 
Chartered Accountants, announce that 
Mr Joun R. Mor ey, A.C.A., has with- 
drawn from the partnership with effect 
from June 3oth, 1973, to take up a 
commercial appointment. 


Dunn, WyLieE & Co, Chartered Ac- 
countants, announce the retirement on 
June 3oth, 1973, of Mr Joun H. JOINER, 
C.A., Who joined the firm in 1941 and was 
admitted to partnership in 1946. They 
also announce that Mr GRAHAM JOHN 
HOwARD TARRANT, A.C.A. and Mr Davip 
MICHAEL LORANI VINK, A.C.A. are ad- 
mitted into partnership. Mr TARRANT 


. has been a senior member of the staff 
— for a number of years and Mr VINK 
served his articles with the firm. The 


name of the firm will be unchanged. 


HanMoop BANNER & Co, Chartered 
Accountants, of Bristol, announce the 
admission to partnership of Mr ROBERT 
JENKIN, A.C.A., who has been on the staff 
of the firm for a number of years. 

LITTLE & Co, Chartered Accountants, 
announce that with effect from July 6th, 
1973, Mr Derek S. LEWER, F.C.A., has 


been admitted as a partner at their Here- 
ford office. 


Eric NABARRO & Co, Chartered Ac- 
countants, and their associated firms, 
Epwarps Trew & Co and LESLIE A. 
Warp & PARTNERS, announce that with 
effect from June 3oth, 1973, Mr B. C. 
TWYMAN, F.C.A., has ceased to be a 
partner. Mr B. A. BURKE, F.C.A., has also 
ceased to be a partner of EDWARDS TREW 
& Co. The practices will continue to be 
carried on from 3-4 Great Marlborough 
Street, London WiV 2AR and 151 
Putney High Street, London SWrs 1TA. 


PANNELL FITZPATRICK & CO, announce 
that on July rst, 1973, Mr DoNALD Warp 
was admitted as a partner of their Antigua, 
St Kitts and Montserrat firms. 

SPOFFORTH, West & Hews, announce 
that as from July rst, 1973, Mr R. A. 
DUNLOP, A.C.A., has been admitted to 


partnership. 
APPOINTMENTS 
Mr Alan Humphreys,  A.C.C.A., 


A.I.M.T.A., formerly senior forward plan- 
ning and development officer for the 
Royal Borough of Kensington and 
Chelsea, has been appointed accountant 
to the English ‘Tourist Board. Mr 
Stephen Mills, M.A., A.C.A., has joined 
the ETB as head of its projects ap- 
praisal unit. 
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Mr N. Miles, A.C.M.A., has succeeded 
Mr A. Lloyd, A.C.C.A., A.C.M.A., A.C.I.S., 
as secretary of Allied Insulators Ltd. Mr 
Lloyd continues as managing director of 
the company. Mr D. F. Summerfield, 
A.C.LS., has been appointed group chief 
accountant. 


Mr Cyril Davies, F.I.M.T.A., City 
treasurer, Newcastle upon Tyne, has 
been appointed treasurer, Tyne and 
Wear Metropolitan County Council. 


Mr J. R. Potts, F.C.A, F.C.M.A., 
J.DIP.M.A., at present group financial 
director of Haden Carrier Ltd, and 
previously with Standard Telephones & 
Cables Ltd, Robson Morrow & Co, and 
the Rover Co Ltd, is to be financial 
director of F. W. Woolworth & Co Ltd, 
with responsibility for all financial aspects 
of the business. He takes up his new 
appointment on September 3rd. 





J. R. Power 


J. R. Potts 


Mr J. R. Power, F.c.A., secretary and 
chief accountant of Blundell-Permoglaze 
has undertaken the additional appoint- 
ment of secretary of Blundell-Permo- 
glaze Holdings in succession to Mr R. L. 
White, F.C.A., who remains deputy chief 
executive of the holding company. 


Mr M. J. W. Foley, c.a., has been 
appointed group financial controller 
James Neill Holdings and a director of 
British Tool Manufacturers, the main 
subsidiary company. Mr Foley has been 
with British Printing Corporation for the 
past six years as cost adviser and assistant. 


Mr J. D. Hender, F.I.M.T.A., chief 
executive officer and town clerk of 
Coventry has been appointed Chief 
Executive Officer of the new West 
Midlands Metropolitan County Council. 

Mr J. O. Scanlon, F.c.a., has beeu 
appointed a director of Allied Polymer 
Group. Mr Scanlon was managing 
director of Robert Woodson at the time of 
its acquisition by Allied Polymer Group. 
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NEW IMTA SECRETARY 


The Council of The Institute of Munici- 
pal 'Treasurers and Accountants has 
confirmed the appointment of Mr Richard 
A. Emmott, B.SC.(ECON.), A.LM.T.A., as 
Secretary of the Institute in succession 
to Mr M. F. Stonefrost, F.I.M.T.A., 
D.P.A. Mr Stonefrost, it has already been 
announced, will be taking up the appoint- 
ment of Comptroller of Financial Services 
with the GLC on September rst. 

Mr Emmott, the present Deputy 
Secretary, joined the IM'TA secretariat 
as a professional assistant in 1953. He 
has been a member of the Institute 
since 1950, and was formerly in the 
finance department of Surrey County 
Council. 


DUBLIN'S NEW CHAIRMAN 


Members of the Dublin Society of Char- 
tered Accountants have elected Mr W. 
Bruce Lyster, A.c.A., as Chairman of the 
Society for 1973-74. 

Now 32 years of age and a partner in 
Craig, Gardner & Co, the firm with 
whom he was also articled, Mr Lyster's 
career already includes some remarkable 
achievements. A member of the lrish 
Institute's Council, of its technical 
committee and chairman of its technical 
standards sub-committee, he is one of its 
two representatives to the Accounting 
Standards Steering Committee. He was 
honorary secretary of the Dublin Society 
from 1964 to 1967. (See picture on page 
39). 


ACCOUNTING FOR DEFERRED 
TAXATION 


At a special meeting of the London and 

District Society of Chartered Account- 

ants held recently, the Exposure Draft on 
Deferred Taxation was discussed. 

The meeting took the form of a debate 
on the motion; "That the benefit arising 
from timing differences in the liability 
of profits to tax should not be deferred.’ 
Mr Keith Wickenden, F.C.A., managing 
director of European Ferries, proposed 
the motion and the reply was given by 
Mr Martin Brookman, F.C.A., corporate 
chief accountant of Reed International. 

At the conclusion of the meeting a 
straw vote was taken and the motion was 
defeated by 100 votes to 8 votes. 

Due to oversubscription a further 
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meeting was subsequently held at 
Chartered Accountants’ Hall. The motion 
was the same; Mr Arthur Gadson, F.C.A., 
group treasurer of Courtaulds, was the 
proposer and Mr Geoffrey Bar, F.C.A., 
group financial director of The 
Dickinson Robinson Group, opposed. 
The chair was taken by Mr Alan Jackson, 
F.C.A., group chief accountant of Rentokil 
Group. 


NORTH WEST CHARTERED 
ACCOUNTANTS’ PRESIDENT 


The newly elected President of the North 
West Society of Chartered Accountants 
is 33-year-old, Mr Henry Peter Bee, 
M.A., A.C.A., a partner in T. & H. P. Bee 
of Preston, Blackpool and Fleetwood. 
Mr Bee was born in Preston and edu- 





cated at Marlborough College, and 
Christ Church, Oxford, where he gradu- 
ated in law. 

Admitted to membership of the In- 
stitute in 1964, he was honorary secretary 
of the North West Society of Chartered 
Accountants from 1968 to 1971 and has 
served on the committee of the Society 
since 1968. He is a representative for The 
Institute of Chartered Accountants in 
England and Wales on the Court of the 
University of Lancaster. 

He is married with two sons. 

Other officers of the Society for 1973-74 
are: 


Vice-President: Mr Raymond Dunn, 


F.C.A. 

Hon. Secretary: Mr John S. Westhead, 
A.C.A. 

Hon. Treasurer: Mr Alan J. Westall, 
F.C.A. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Re-admissions to membership 


The following re-admissions to member- 

ship under clause 23 of the Supplemental 

Royal Charter have become effective: 

Samina Abdullah (Mrs), A.C.A., Toronto, 
Canada. 

Richard Anthony Field, a.c.a., Daventry, 
Northants. 

Neil John MacDonald, F.c.a., Ontario, Canada. 

Sidney Hugh Reilly, A.C.A., Gateshead, Co. 


Durham. 
David Yhap, F.C.A., Coral Gables, USA. 


CHARTERED ACCOUNTANTS’ 
BENEVOLENT ASSOCIATION 


Nine members were present at a recent 
meeting of the CABA Management 
Committee, with Mr Henry Peat, Presi- 
dent of the Association, in the chair. . 

Assistance was approved for four new 
applicants by way of donations to meet 
urgent expenses. Forty-five applications 
for the renewal of grants were received 
and further grants were made where 
appropriate. | 

Changes in circumstances of seven 
other beneficiaries were reported. 


INDUSTRY ACT 1972 
Accountants' Responsibilities 


Independent accountants reporting on 
claims for regional development grant 
are not regarded as expressing an opinion 
on eligibility of the relevant assets for 
grant. This responsibility is that of the 
claimant, in consultation with the De- 
partment of 'T'rade and Industry. 

Accountants’ responsibilities in this 
regard, it has been confirmed by the 
DTI, are the same as prevailed for invest- 
ment grants; and nothing to the contrary 
should be inferred from the explanatory 
notes accompanying the form of account- 
ant's report. 


PREVENTION OF FRAUD 
(INVESTMENTS) ACT 1958 


The 1973 edition of the annual publica- 
tion Particulars of Dealers in Securities 
and of Unit Trusts 1973 (HMSO, sop) 
containing particulars of persons and firms 
authorized to carry on the business of 
dealing in securities as at January 31st, 
1973, has now been issued by the Depart- 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01—402 8361 
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ment of "Trade and Industry. It contains 
the names and addresses of holders of 
principals’ licences, of members of stock 
exchanges and associations of dealers in 
securities which are recognized by the 
Department, and of exempted dealers. 
Particulars of unit trust schemes author- 
ized by the Department are also included. 
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DISTRICT SOCIETY 
APPOINTS ADMINISTRATOR 


Mr Harold F. Leach, R.D., F.c.a., of 
Bristol, has been appointed as adminis- 
trator of The West of England Society of 
Chartered Accountants. 

This is a new post created within the 
Society, and the duties will gradually 
increase to embrace all secretarial, public 
relations, and general administrative 
work, 

In due course it is anticipated that it 
will become a full-time appointment, 
particularly as Mr Leach will serve a dual 
role in so far as he will also act as Ad- 
ministrator of the Bristol Area Society. 


THE INSTITUTE OF 
INTERNAL AUDITORS 


Appointment of 
Communications Director 


The Institute of Internal Auditors, Inc. 
has announced the appointment of Mr 
Don Anders as its communications 
director. His responsibilities will include 
editing the Institute’s journal The Internal 
Auditor as well as other publications and 
textbooks published by the Institute. 





His immediate agenda, it has been 
stated, includes trips to California and 
Pennsylvania for a series of conferences 
which will result in the publication of 
new degree course level internal auditing 
textbooks. 


COLLECTION OF NATIONAL 
INSURANCE CONTRIBUTIONS 


Regulations recently published (SI 1973 
No. 1106) revoke and replace the National 
Insurance and Industrial Injuries (Col- 
lection of Contributions) Amendment 
Provisional Regulations 1973, and amend 
the National Insurance and Industrial 
Injuries (Collection of Contributions) 
Regulations 1948. 

In general, an employer is entitled to 
recover the employee’s share of the 
contribution due for any week only 
from wages paid for that week, and 
only after he has himself paid the full 
contribution due by stamping the em- 
ployee’s National Insurance card. Under 
the amending regulations, this latter 
condition can be waived when the issue 
of insurance cards or emergency cards 
to the public is interrupted. 





In Parliament 


Worker Participation 


Mr HASELHURST asked the Secretary of 
State for Employment whether, in any 
amendment of the Industrial Relations 
Act, he will propose that employees as 
well as shareholders are members of 
their company and should be provided 
with the directors’ reportincludingasurvey 
of the company’s industrial relations. 

Mr KiNSEY asked the Secretary of 
State for Employment whether, in any 
amendment of the Industrial Relations 
Act he will propose making it mandatory 
for companies to report annually to their 
employees and shareholders about their 
implementation of the Code of Industrial 
Relations Practice. 

Mr Maurice MAcmMILLAN: I have some 
sympathy with the thoughts underlying 
these suggestions as regards employees. 
I will certainly consider them in the 
course of our current study of worker 
participation. Suggestions regarding a 
company's obligations to its share- 
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principal Accountancy exams, and also 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


PASSES 


holders are of course for my right hon. 
friend the Secretary of State for Trade 
and Industry. 

Hansard, June 12th, 1973. Oral answers, 
col. 1183. 


Building Society Investment 
Interest 


Mr Lomas asked the Chancellor of the 
Exchequer under what circumstances 
interest obtained from investment in a 
building society is subject to taxation. 

Mr Norr: Interest from investment in 
a building society is, like other forms of 
income, liable to tax. The investor, 
however, does not himself have to pay 
any basic rate tax; instead the society 
accounts for the tax direct to the Inland 
Revenue at, for the most part, a special 
composite rate calculated to yield as 
nearly as possible the same amount as 
if tax had been deducted from the interest 
at the basic rate and those investors not 
liable to tax had claimed refunds. In- 


vestors liable at the higher rates of tax 
are required to pay tax at those rates on 
the gross equivalent of the interest they 
receive, but are given credit for the 
corresponding basic rate tax. 

Hansard, July 4th. Written answers, 
col, 123. 


Close Companies 


Mr PETER Rees asked whether the 
Chancellor of the Exchequer was aware 
that, on the transition from the classical 
to the imputation system of corporation 
tax, the total tax burden on a close com- / 
pany and its shareholders can, in certain 
instances, exceed the company’s income; 
and what action he proposes. 

Mr Jonn Nott: My right hon. friend 
is tabling amendments to the Finance Bill 
today to deal with this matter and with 
some other points affecting close companies 
on the change of company tax system. In 
view of the technical nature of the amend- 
ments, I am arranging for an explanatory 
note to be placed in the Library. 

Written answers, June 29th, 1973. 
From our Parliamentary Correspondent. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 
in Banking, Book-keeping, Civil Service, Computer 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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Accountancy Financial 
|. and EDP market 


 Readon... 


0000 Robert Half is in London. With forty offices all over the World the largest. 
accountancy, financial and electronic data processing personnel agency has 
opened its doors in Finsbury Square. 
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Robert Half offers you 


0000 2 skilled screening service by managers qualified in the specialist | 
fields of accountancy, finance and EDP. They check that applicants have | 
the essential personal, certificate and experience qualifications you 

| have specified. | 


0000 ^elp/ul advice to both applicants and intending employers 
' on vacancies in the United Kingdom and abroad. 


0000: high standard of business behaviour. All applicants 
are obliged to conform to the business code we lay 
down. In return, we provide complete confidence to 

both employers and prospective employees. 


ROBERT 
HALF 


| PERSONNEL AGENCIES (U.K.) LTD. 
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Offices in Great Britain, Canada and the United States. 







V + 
+; « $ 
^ | | 
F 
ig 
Y : + 
rf 
» 
“~~ 
T. wA, 
artz s 


a ‘ G . * 
NY =a 
£ 
7 i #5 3 *7 Ww. JJ... LA? ALR ELRO HH iilii RGA i ONG VV POU 1 eros 
w` pcr ® 


E dt ae A ee ne A TE a 
Se e, 


EN £ ^" 
` 
o M M 


t 
t 
N 





oe SS —— a ee nce == 
ti E kx CIE HEEL 


if you're looking to hire or you're A 
looking for a better position the 
Robert! Half organisation is — | 
equipped to provide you with prompt 
efficient & confidential service inthe — | 
Financial & Data Processing occupations | 


| There are a lot of problerris connected with hiring . Robert Half deesn't remove all the problems — die 
personnel these days. If an executive ii good, his ultimately you will always be the one to take the | 
firm will try and keep him — it doesn't like staff final decision. All we do is help you reach that. . | 
| changes any more than you do. decision after meeting the kind of people with the 

i qualifications you have specified in the areas of 


| With the pressure upon you to fill a vacancy. theres accountancy, finance and electronic data processing. 
- always a reasonable chance that your décision is a 


| 
| 
compromise. Perhaps the advertising response was ` " Whether you are looking for a job: or trying to fill a | 
poor, the quality of applicant below acceptable. ^ “vacancy in the spec alist fields, ask: ‘Robert Half first. `] 
Standards, or an applicant thought he was applying It could savé a compromise. i | 
for a different kind of job — just three. of the well | 2 | 
| | 

| 

| 

| 

| 

| 

| 
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known, oft repeated situations that occur when 
-| you're trying to fill a specialist vacancy. 





| Q. I'm looking for a better position Q Im looking for hire 3 | ! i me 


your name nus a ii WOUT Company 





home or business address 


telephone No 
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+ responsibility for training — 
newly articled clerks 


should! ensure that the best course of action for 
their newly articled clerks is to enrol with the 
‘Metropolitan College. 














AM bona fide Principals. who are considering the 
postal coaching arrangements for their newly articled | 
clerks are invited to inspect a copy of the Metro- . 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the. constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., ‘Dept A1 105, * 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes | 


- At the professional accountancy examinations, for which the Metropolitan College provides 
* Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
B .MORE THAN 1,400 DISTINCTIONS — . 
| |  . MEDALS and PRIZES | 


Be guided by the experience of others 












TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
‘tion.in which you are interested) to the Metropolitan 
College (A1/05), St Albans, or CALL atthe London Advisory 


Office, 30 Queen Victoria Street, London ECAN 4SX 


(01-248 6874). After office hours (5 p.m. Monday-Friday) 


. telephone messages are recorded eleagranicanye 


letrop olitan 


Accredited by the Council for the Accreditation of Correspondence Colleges. ~ 
. Member of the Association of British Correspondence Colleges. . 


‘LINKED PRIVATE STUDIES, The Luton College of 
: Technolocy and Metropolitan College now offer facili- 


ties for integrated oral and correspondence tuition. 
ONE WEEK 'PEP* COURSES — to assist students in 
areas of weakness. 


WEEK-END RESIDENTIAL ‘PUNCH’ COURSES -— for 


‘intensive concentration on particular subjects. 


For details of these, and other linked courses write to :— 


. Metropolitan College, St Albans. 


ollege, St. Albans: 


Founded 1910: 





tt London WC2R TUE 


Ys Bob. ML, 


151 Strand 


Telephone i 836 0832 
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|F statements of standard accounting practice are in- 
tended to regiment accounting. practice, the charge of 
being oùt of step can be levelled against those not conform- 
ing. At the discussion stage, however, the volume of 
. dissent with an exposure draft could suggest that marching 
‘orders may require to be changed. A number of straws 


^ in the wind indicate that these remarks may be true of the 


recommended choice of the deferral method of accounting 
for deferred taxation in place of the liability method. 

- There have been suggestions that the concept of ac- 

counting for deferred taxation is one that should be dis- 

carded. Such an approach-is put forward in'an article on 

other pages, but even. so, the author, Mr R. J. Pickerill, 


which. would recognize the vagaries of the táx system. 
The ‘whole trend of modern accounting development, 
however, has been towards quantification of reserves by 
specific methods which have raised them’ to the level of 
' provisions comparable as between one: company and 


Does Tax Deferment Work? 


/ 


concludes in favour of a general reserve | 


another, independent of directors' discretion. The tendency : 


that otherwise manifests itself, to.inflate provisions in good 
years and starve them in bad, is one which has to be 
fought against even on firmer ground than tax deferment. 
The view that there are areas of business where no 
practical meaning will ever attach to tax deferment can 
validly be held; shipping and other capital-intensive 
industries may be cited. Such businesses could not be 
carried on without an endless chain of plant renewal, so 
that. accelerated tax relief will never be matched with 


operating profits. The exclusion of such sectors — where 


. the setting up of an initial deferred taxation account would 
represent a major distortion — could be defended on the 
grounds that the Companies Acts accord nori- disclosure 
privileges. "^ XP 

* Furthermore, some, of the criticisms that have Des 
made deserve a reasoned defence or a cliange of position. 
Thus the tax ‘deferment ascribed to industrial buildings 


ceases to be required after a quarter-century (fifty years : 
for older buildings), and a conspicuous change in the level * : 


of provision required would appear ón that anniversary. 
Again, the discount over the life of the.relevànt assets is 
a factor-at least as weighty as that represented by minor 
variations in the standard- rate of tax. It is clear that the 
long life of tax deferment is a reality -not to be ignored in 
view of transatlantic experience; showing that the draw- 


down from published deferment provisions might be of the 


order. of only 2 per cent. The question of discounting 
future liabilities is one aspect of the new interest in ranking 
balance sheet items in terms of their cash flow significance. 

The debate on ED11 has perhaps been slanted unduly ' 
towards the correlation of depreciation and tax àllowances 
in respect of productive assets. There are other elements. 
The prospective standard treatment of taxation under the 
imputation system is geared to the deferred taxation ac- 
count. Unrelieved advance corporation tax is available to 
offset against future táxable- profits for an indefinite period, 


and assuch may be credited to a deferred taxation account 


representing amounts to be released to profit and loss 
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a Director - a new chief executive 
appointment — capable of justifying a 
five-figure salary, whose primary tasks 
have been defined as to promote the 
activities and services of the In- 
stitute in those parts of the public 
sector in which its present con- 
tribution is inadequate; to effect the 
reorganization of the Institute; and 
to foster working relationships with 
other organizations and persons which 
will contribute to the Institute's 
objectives. Considerable stress is also 
laid on the extent to which the In- 
stitute succeeds in broadening its 
contribution to public finance and 
accountancy, whilst at the same time 
maintaining the unity, spirit and 
voluntary effort of its members. 

A further recent development has 
been the decision of the Council of the 
Association of Hospital ‘Treasurers to 
hold a ballot of its membership on a 
proposal that it should form a new 
“Health Service Section” of the pro- 
jected Chartered Institute of Public 
Finance and Accountancy. This is 
seen by the Association as 'a logical 
move in the light of reorganization 
of the National Health Service’, and 
the result of the ballot is expected by 
the end of August. 

Formed 20 years ago, the Associa- 
tion is in close contact with the 
Department of Health and Social 
Security on the financing of the 
hospital service. Its membership is 
not drawn exclusively from any one 
accountancy body, although the 
IMTA, in fact, has over 100 members 
and students employed in various 
positions in the hospital service. 


Top picture 


Mr P. O. Sheridan, chairman of the winning 
team from the Norwich Union Insurance 
Group, holding the trophy, with, /eft to right, 
Mr E. K. Wright, M.A., F.C.A., President of 
The Institute of Chartered Accountants in 
England and Wales, Mr Tom Hudson, Chair- 
man of ICL, and Mr M. H. Fisher, Editor of 7he 
Financial Times. 


Lower picture 


The winning team at work. From /eft: Messrs 
G. Loades, P. O. Sheridan (chairman), M. D. R. 
Howlings and D. J. Garrood. 
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Norwich Union the Champions 


ATIONAL Management Game 

champions for 1973 are the team 
from Norwich Union, one of the two 
insurance company finalists. In the 
final round, played ‘live’ at the head- 
quarters of ICL Ltd, last Saturday, 
they gained a clear lead over the three 
other competitors with a cumulative 
profit of £7,429,180. 

Imperial Foods Ltd, of Grimsby, 
took second place with £6,715,990. 
ICI, winners of The Accountant Annual 
Award for major companies in 1970, 
reached third place with £6,559,830, 
contributed by a team from their 
Billingham agricultural division ; while 
Commercial Union Assurance came 


fourth with £5,935,950- 


Mr E. K. Wright, M.A., F.C.A., 
President of The Institute of Char- 
tered Accountants in England and 
Wales, presented the winners with the 
Financial Times trophy and a cheque 
for £500. The contest, he said, had 
illustrated “the pleasant and acceptable 
face of capitalism', and he believed 
that it was making a valuable con- 
tribution to the quality of British 
management. 

Future management games, accord- 
ing to Mr Tom Hudson, chairman of 
ICL, may be organized on the basis of 
national champions competing for a 
European title, Seven countries, he 
said, had already expressed interest in 
such a possibility. 








Bogus Degrees 


NTRODUCING a Private Mem- 

ber's Bill last week “to regulate the 
granting of authorized degrees and 
other academic qualifications, Mr 
Thomas Cox, m.r. (Wandsworth Cen- 
tral, Lab.), claimed that there were 
now 30 organizations in the UK which 
made ‘a great deal of money’ by selling 
bogus degrees at up to several hundred 
pounds apiece. It was possible, he 
said, to obtain a purported qualifica- 
tion in a wide range of subjects, in- 
cluding accountancy; and he cited 
specific cases in which one holder of 
a purchased “degree” had been given 
charge of a group of psychologically- 
disturbed children, and another had 
obtained a position on the staff of a 
foreign embassy. 

Persons named by Mr Cox as being 
actively engaged in running bogus 
degree establishments included Mr 
Charles Brealy, “who calls himself an 
archbishop of the Old Catholic Church 
of England”; Mr William Duncan, of 
University House, Coventry, said to 
'specialize in medical degrees”; Dr 
Bruce Copen — ‘a Doctor of nothing’ 
- of the Sussex College of Technology ; 
and Mr Lloyd Harris, previously 
mentioned in these columns as 
secretary of ‘The English Association 
of Accountants and Auditors’ of 
Newport, Mon. Another body con- 
trolled by Mr Harris, "The English 
Association of Estate Agents and 
Valuers', has the distinction of having 
admitted a black cat to membership. 

According to the proposed Bill, any 
organization offering degrees or quali- 
fications not approved and registered 
with the Department of Education 
and Science would be liable to a 
minimum fine of £500 on first con- 
viction and £1,000 in respect of a 
second or subsequent offence. While 
there is no evidence of any concerted 
opposition in Parliament to the Bill's 
main objectives, pressure on Parlia- 
mentary time during the remainder 
of the present session appears likely 
to prevent its further progress. 


More on Worker 
Participation 


ORTHCOMING amendments to 
company law should include ex- 
plicit obligations upon directors to- 
wards their employees and the public 
interest. This is one of the recom- 
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mendations of an informal study 
group under the chairmanship of Sir 
Val Duncan, chairman of RTZ, whose 
discussion paper on some aspects of 
worker participation was published 
last week-end. 

Under present law, employees have 
no status other than as provided by 
their contracts of employment, and 
the study group was attracted to the 
view that the employee's position 
should be rationalized on some basis 
analogous to that of a shareholder. 
The precise form of any such recog- 
nition would, of course, involve legis- 
lation. 

A majority of the group was un- 
convinced that two-tier boards on the 
German model offered an ideal solu- 
tion; such a structure, it was argued, 
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could weaken decision-making and 
lead to loss of flexibility without of 
itself providing effective participation 
by workers in the conduct of a busi- 
ness. In the absence of effective joint 
consultation at all levels, the existence 
of two-tier boards and worker-direc- 
tors would prove to be counter- 
productive. 

The discussion paper advocates ‘a 
much more positive drive towards 
involving workers in decision-making 
in industry’, and government partici- 
pation in drafting a code of conduct 
and model rules for works council 
machinery. Share ownership and 
profit-sharing schemes are seen as no 
more than ‘a subsidiary contribution 
to the solution of the main problem’ 
of a ‘we and they’ attitude. | 





Company Formation in Europe 


ARMONIZATION of Europe's 

company law is as yet little more 
than a long-term objective, and mean- 
while the British businessman seeking 
to establish a company or branch office 
within another EEC state may find 
himself wrestling with unfamiliar for- 
malities in a foreign language. Though 
there are a number of broad 
similarities, each jurisdiction has its 
own differences of detail — disregard of 
which may have unfortunate conse- 
quences in the particular case. 

To meet this situation, Jordan & 
Sons Ltd — whose history as company 
registration agents and law stationers 
can be traced from their development 
of model articles of association for 
companies registered under the original 
UK Act of 1862 — have evolved their 
Continental company service for UK 
companies who have decided to go 
into Europe. A brochure published 
earlier this month includes separate 
fact sheets on the incorporation and 
administration of companies in EEC 
states other than the UK and the 
Irish Republic, and in Switzerland, 
distinguishing where relevant be- 
tween the smaller proprietary busi- 
nesses classified in different languages 
as SPRL, SARL, GmbH, SRL and 
the like on one hand, and major 
public companies — NV, SA, AG, 
SPA - on the other. It also contains 


several detachable work sheets which 
can be used for notification, under 
conditions of strict confidence, of the 
details of any company which it is 
desired to establish in Europe. 
Advice on the particular case, and 
an estimate of the costs likely to be 
involved in the setting up, will be 
given by Jordan’s consultants free of 
charge. The standard service in any 
EEC state or in Switzerland includes 
supplying draft documents in English ; 
advice (not involving detailed research) 
on jurisdiction, type of corporate 
entity and holding structure; pro- 
cessing exchange control applications ; 
engrossment, execution and registra- 
tion of the appropriate documents; 
holding the inaugural meeting by 
proxy if required; and payment of all 
necessary fees and taxes on incor- 
poration. Special advice and extra 
translations, it is pointed out, will be 
the subject of an additional charge. 
Advantages claimed for the new 
service include personal contact, in 
English, with a long-established UK 
business, and prompt execution of 
client requirements through Jordan's 
Brussels office, with an established 
chain of notaries and representatives 
throughout the EEC and Switzerland. 
Professional advisers are invited to state 
their requirements to Jordan & Sons 
Ltd, 47 Brunswick Place, London Nr. 
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Smooth VAT Changeover 
Claimed 


XPERIENCE would show that 

VAT “is a much better and fairer 
way of levying indirect taxation' than 
the taxes which it has replaced, 
according to the Rt Hon. Anthony 
Barber, P.C., T.D., Chancellor of the 
Exchequer. In a message to the trading 
community in the eighth edition of 
VAT Bulletin, the Chancellor de- 
scribed the changeover to VAT as the 
biggest change in indirect taxation 
since introduction of purchase tax in 


1941, and added: 








ye 
m = a2" 
P ERU E 


JE v 
d q 


TUNE. NA 
COI 


ACCOUNTANT 

“An operation of this magnitude 
could not have been carried through 
as successfully as it has been without 
the co-operation of the trading com- 
munity. I recognize that the transition 
has unavoidably involved all con- 
cerned in additional work, and it is 
through the efforts of individual 
traders throughout the country, in 
preparing and adapting their busi- 
nesses in good time before the tax 
came in, that such a smooth change- 
over has been achieved.’ 

VAT Bulletin No. 8 also includes 
an announcement of the retrospective 
amendment of section 7 (5) of the 
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Finance Act 1972 to reconcile pre- 
viously-conflicting advice (highlighted 
in The Accountant for March st, 
15th and 29th) given by Customs and 
Excise on the tax point for prepay- 
ments. While the official assertion that 
‘This amendment of the law should 
cause little inconvenience to taxable 
persons . . . ' is not beyond debate, 
Customs and Excise have confirmed 
that they ‘will look sympathetically 
at any cases where accounting systems 
have been adapted on the basis of the 
1972 Act, and will allow a reasonable 
time for these systems to be adjusted 
to conform to the new law’. 
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THIS IS MY LIFE 


Cherchez La Femme 


by An Industrious Accountant 


UR assistant cashier's wife sat down beside my desk. 

Her face was thin and strained, her mouth quivering. 
She had to come, she pleaded, she couldn't bear it any 
longer. What had Tommy done to deserve so harsh a 
penalty? Two years now without a salary increase! It was 
so brutally unjust. 

The A.C. is a big good-looking character with wavy 
hair and a self-satisfied grin. He's very efficient and has had 
two good rises. I put on my poker face and asked her how 
she knew what his salary was. 

He'd shown her his monthly cheques, he'd sworn he 
couldn't lift her housekeeping allowance; but the kids 
were costing so much, she couldn't cope any more. She 
poured it all out. She was worn out and worried sick; 

- Tommy didn't know, but she had to come. 

It was too slick to say I didn't interfere in private matters. 
Instead I phoned Payroll. He said the pay cheques had 
been unchanged because Tommy was transferring regular 
monthly sums to his private bank account — big ones too, 
over £600 in all last year. 

She talked on, about the bills and the struggle to make 

. ends meet, no holidays, no entertaining, and all T'ommy's 
late work going without overtime pay. Her fingers writhed 
together feverishly. I asked my secretary to give her a cuppa 
in the canteen while I thought it over. 

First, the facts. ‘Tommy hadn't worked late to my 
knowledge, and the excuse had a traditional implication. I 
spoke with assumed nonchalance to the departmental 
accountant, and that born nosey-parker supplied the clue. 
Everybody, but everybody, he chuckled, knew about 


Tommy’s affair with Poppy in Ladies’ Footwear. It was 
common gossip. He hadn’t mentioned it because what 
chaps do outside office hours is their own business. Dash it 
all, one can’t set up as a judge of private morals, not 
nowadays. 

I remembered seeing them together, now that the D.A. 
mentioned it. She was sophisticated and gay; she had a way 
of looking at him.... 


Secondly, the action. No passing by on the other side, as 


in the parable. I went hot-foot to Prinny, eager for justice. 
He was equally eager for masterly inactivity; couldn't 
interfere with employees doing their job efficiently, 
there’d be hell to pay with the staff if we butted into their 
family life. After all, the wife might be neurotic, or extra- 
vagant, or even out for revenge. 

Pd seen her work-reddened hands and shabby suit — 
not like Poppy’s. If that rotter cheated his unsuspecting 
wife to-day, he’d cheat the company to-morrow; I wanted 
him out of the cashier’s post. Prinny walked up and down 
unhappily and asked who'd gain if we sacked the clot? 
His wife, or Poppy, or the accounts department? 
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New Stamp Duty Rules 


by H. S. A. MACNAIR, F.C.A. 
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Companies Capital Duty 


In compliance with EEC Directive 69/335, the Finance Bill introduces with effect 
from August 1st a capital duty at the rate of £1 per £100 or part of £100 on a 
number of transactions involving ‘capital companies’. It is reported that the 

EEC has commenced proceedings against the Irish and British Governments for 


non-compliance with this directive. 


As recently as July 10th the Minister of State, Treasury, moved an 
amendment designed to permit stamp duty changes by means of a Budget 
resolution — a piece of machinery hitherto reserved to the major taxes — and it 
was the absence of this enabling power which prevented the UK from speedier 


compliance with the EEC directive. 


The Inland Revenue have issued notes on the new stamp duty rules, as 


summarized below. 


5 fpe transactions which are chargeable include the 
formation of a 'capital company', including the con- 
version of, say, an unlimited company into a company 
with limited liability. Next comes an increase in the capital 


- (primarily the issued share capital of a company limited by 


shares) of a capital company by the contribution of assets 
of any kind. This includes the conversion of loan stock 
into share capital, the issue of shares in satisfaction of a 
debt owed by the company and an increase in the amount 
contributed by a limited partner. 

The next category comprises an increase in the assets of 
a 'capital company' by the contribution of assets of any 
kind in consideration, not of shares, but of rights of the 
same kind as those of members of the company, such as 
voting rights, a share in the profits or a share in the surplus 
on liquidation. Also chargeable is any transaction whereby 
the unlimited liability of a member of a capital company 
becomes limited to his share in the company's capital. 

It is a chargeable transaction if the place of effective 
management or the registered office of a ‘capital company’ is 
transferred to Great Britain from a country which is not a 
member state of the EEC. There are certain circum- 
stances in which such a transfer from within the Com- 
munity can give rise to liability. 


Inclusions 


The Revenue notes explain that “capital companies” include 
companies incorporated with limited liability in the United 
Kingdom whether under the Companies Acts or otherwise 
and whether limited by shares or guarantee (with or 
without a share capital) The expression also includes 
limited partnerships, companies incorporated according 
to the law of another member state and any other cor- 
porations or bodies of persons (except unit trusts) the 
shares in whose capital can be dealt in on a stock exchange 
in a member state. Indeed, the term extends to any other 


corporations or bodies of persons operating for profit 
whose members have the right to dispose of their shares 
to third parties without prior authorization and are res- 
ponsible for the debts of the corporations or bodies of 
persons only to the extent of their shares. 

In future, the 1 per cent ad valorem duty will be charged 
at formation of a capital company on the greater of the 
nominal value of the shares issued or allotted and the 
actual value of assets of any kind contributed less any 
liabilities which have been assumed or discharged by the 
company in consideration of the contribution. A comparable 
measure is applied on conversion of an unlimited company, 
an increase in the issued capital and other circumstances. 


Exemptions 


Capital duty is not payable on the issue of bonus shares and 
there are other exemptions. Certain company recon- 
structions and amalgamations escape. Broadly, the new 
consideration must consist of the issue of shares by the 
acquiring company together with not more than ro per cent 
of their nominal value in cash. In the case of a merger by 
exchange of shares the recipients must obtain shares pro 
rata to their holdings in the acquired company while the 
acquirer must end up with not less than 75 per cent, a 
percentage that must be maintained for at least five years. 

The attraction of a company limited by guarantee is that 
capital duty is not exigible until the guaranteed contribu- 
tions are called in. Again, where shares are issued partly 
paid, duty is payable on the occasion of each successive 
call. ‘The introduction of capital duty has in general no 
effect on liability to either fixed or ad valorem conveyance 


_or transfer duty, except as regards the sale (otherwise than 


as part of an undertaking) of such things as know-how, 
patents, copyrights or trade-marks in consideration of the 
issue of shares, in which event duty on the instrument 
yields place to capital duty. 
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Your retailers will be ready 
for anything with Legal & General's new Policy 


oo uccdsmoñesimplepaciale TA rd 


The new Legal & General Retailer Policy is really simple. There To: Legal & General Assurance Society Ltd., 
are no complicated questionnaires or formalities— just one short Temple Court, rı Queen Victoria St., London, EC4N 4TP. 


proposal form. Please send me full details of your Retailer Policy. 


The policy has been designed to meet their basic insurance | 
needs in one simple package, and strikes a sensible balance | 
between the different types of cover which they need. Shop | 
and contents may be covered against all major risks— fire, theft, 

flood and so on. Shop-fronts and windows are included. They | TYPE OF BUSINESS__________— 


are covered for interruption of business, loss of money and their | 
liability to members of the public and their employees. And | ADDRESS | 
Legal & | 

ATS 
General | 


TAME 


(BLOCK LETTERS PLEASE) 











there's an automatic 15% increase on cover during the 


Christmas period. | 

It is really effective protection at reasonable cost. Send 
coupon for full details or ask your Legal & General Sales Office | 
or Inspector. They'll be able to give you a quotation on the spot [^ 
in most cases. 
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Butler Till- 


your open line to the money market. 


k P. EAE 
Whether you're raising capital for a special project, or 7 
looking for the most profitable and convenient way to use 
a cash surplus, call Butler Till. 







As leading money brokers, we can put you in instant 
touch with the money market. 


If you're a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, with banks, with finance houses, or 


through the purchase of sterling certificates 
of deposit. 


If you are looking for funds, short or long, we 
can also help. Our dealing rooms in London, 
Manchester, Edinburgh, Jersey-in association 
with Guy Butler & Co. (Jersey) Ltd. — and 
Dublin, in association with Dawson Money ae 
Brokers Ltd., provide immediate and up-to-the- AG, oC NAR mS ERR 
minute information, as well as facilities for most IN a | 
competitive dealing. 


At Butler Till, we offe all you need to make the most 
efficient use of the money market. 


Call us soon. 


Butler Till Ltd. 


Money Brokers 


34 King Street, London, EC2V 8ER Tel: 01-606 8341 
Jersey: Jersey Central 37461-65 Dublin: 0001-782055 
A member of the Clive Group 


Manchester: 061-228 3521 Edinburgh: 031-225 6167 


THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business : his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8 
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Fines 
A practical point concerns the rules for fines. These 


amount to 5 per cent of the duty, plus 5 per cent per month 


after the first month, for failure to pay the duty within one 


month of a chargeable transaction. In the context of the 


need to fulfil an exemption condition throughout five years 
as noted above, there is an immediate occasion of charge 
when the condition is breached although the penalties are 
not retrospective. 

Companies which have paid duty in the period January 
1st to July 31st, 1973, under section 112 or 113 of the Stamp 
Act 1891 may claim a reduction by reference to the (lower) 
notional duty had capital duty been in force in that period. 
Again, credit will be given against future capital duty for 
stamp duty already paid on the nominal value of shares 
unissued at July 31st, 1973. 


Options 


The notes issued by the Inland Revenue are based on the 


Finance Bill as reprinted before the Third Reading debate 
and now obsolete. However, the references quoted in the 


notes have been allowed to stand in the following illus- 


trations set out in the notes which say that the foregoing 
transitional provisions produce a situation in which there 
may in practice be alternative options open to companies 
as follows: 


"Option A: A claim to repayment under clause 47 (4) and a 
^. claim, which must be made contemporaneously, for credit 
under clause 47 (5) in respect of capital remaining unissued 
as at December 31st, 1972. This option can only be exercised 
where a company has incurred liability to companies capital 


duty between January 1st, 1973 and July 31st, 1973. 


Option B: A claim for credit under clause 47 (5) in respect 
of capital remaining unissued as at July 31st, 1973. 


Option A 

A company may claim to have its liability reduced under 
clause 47 (4) to the notional amount of the new duty payable. 
In calculating this notional amount account will be taken of 
any credit due in respect of companies capital duty paid on 
the nominal value of shares remaining unissued on December 
31st, 1972; where the whole of any such credit cannot be 
absorbed in the repayment, the balance will be held over as a 
credit allowable against a subsequent chargeable transaction. 


The following are examples of the way in which this 
option operates, but see also Option B below: 


(1) A company has incurred liability to companies capital 
duty of £25,000 during the period January Ist, 1973 
to July 31st, 1973, by virtue of an increase of five million 
£1 shares in its authorized capital. It had paid com- 
panies capital duty of £5,000 in respect of one million 
£1 shares remaining unissued as at December 31st, 
1972. Before taking account of any credit in respect of 
the unissued capital, the company's notional liability 
to the new capital duty during the period January rst, 
1973 to July 31st, 1973, was £22,000 on the issue of 
2:2 million £1 shares at par. A claim for repayment 
under clause 47 (4) and a contemporaneous claim for 
credit under clause 47 (5) would be calculated as 
follows, though in the event the alternative option is 
more advantageous to the company — see Option B 
in the adjoining column. 





Companies capital duty paid on the | 
increase of 5 million £1 shares in 
authorized capital between January 





Ist, 1973 and July 31st, 1973 25,000 
Notional liability to capital duty on 
the issue of 2:2 million £1 shares at 
par between January ist, 1973 and 
July 31st, 1973 .. P. .. 22,000 
Less Credit on 1 million £1 shares 
remaining unissued as at 
December 31st, 1972 5,000 
. 17,000 
Repayment £8,000 


(ii) A company has incurred liability to companies capital 
duty of £1,000 during the period January Ist, 1973 to 
July 31st, 1973, by virtue of an increase of :2 million 


£1 shares in its authorized capital. It had paid com- - 


panies capital duty of £5,000 in respect of 1 million £1 


shares remaining unissued as at December 31st, 1972. 
Before taking account of any credit in respect of un- — 
issued capital, the company's total notional liability to 


the new capital duty during the period January rst, 
1973 to July 31st, 1973 was £2,000 on the issue of 


:2 million £1 shares at par, though it also made a bonus — 


issue during the period of :5 million £r shares. A 
claim for repayment under clause 47 (4) and a con- 


temporaneous claim for credit under clause 47 (5) would 


be calculated as follows: 








£ £ 
Companies capital duty paid in res- 
pect of the period January rst, 
1973 to July 31st, 1973 .. es 1,000 
Notional liability to capital duty 
between January Ist, 1973 and 
July 31st, 1973 .. P. 2,000 
Less Part of credit on unissued shares 
as at December 31st, 1972 2,000 
Nil 
Repayment am x5 £1,000 - 
Balance of credit allowable against 
subsequent chargeable transactions 


£3,000 
Option B | 


Where a company has incurred no liability to companies 
capital duty between January 1st, 1973 and July 31st, 1973, or 
where it has and it is to its advantage to do so, it may claim — . 
credit under clause 47 (5) in respect of that duty paid on the - 


nominal value of shares remaining unissued as at July 31st, 


1973. This credit will be allowable, until exhausted, against 


any liability to capital duty. | 
An example of a case where Option B is more advantageous 


to a company than Option A is that given at (i) above, for in 
that case the credit due in respect of companies capital duty - 
paid on the nominal value of the 3:8 million £r shares re- — 
maining unissued as at July 31st, 1973, is £19,000, which is - 


allowable against any liability to capital duty. Moreover, even 


if during the period January rst, 1973, to July 31st, 1973, - 
the company had also made a bonus issue of 1 million £r _ 
share (which would not have increased the notional liability ^ 


to capital duty), the credit in respect of the remaining 2:8 


million unissued Zr shares as at July 31st, 1973, would still 


have amounted to £ 14,000. 


In example (ii), however, Option B would be less advan- ; 
tageous, as the credit due in respect of companies capital - 


duty paid on the nominal value of the +5 million £1 shares 
remaining unissued as at July 31st, 1973, would be £2,500 only. 
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Comparative Law and Harmonization 


ISTINGUISHED speakers from 


six Common Market countries as- 


. sembled in London last week, under the 


joint chairmanship of Sir Ronald Leach, 
C.B.E., F.C.A., chairman of the Accounting 
Standards Steering Committee, and Mr 
C. F. M. Rawlinson, F.C.A., a director of 
Morgan Grenfell & Co Ltd, to discuss 
"Company Financial Reporting in the 
EEC”. The papers presented included 
statutory requirements and practice in 
different jurisdictions; the influence of 
fiscal policies on accounts; Stock Ex- 
change requirements, including prepara- 
tions for quotation and the reform of 


foreign bourses; prospects for common 


accounting standards; and the case for a 
European company. 


Language difficulty 


The first speaker on 'Statutory require- 
ments and company accounts', Professor 
Edward Stamp, M.A., C.A.(CANADA), com- 
plained that research into the legal, 
professional and other institutional re- 
quirements in the nine EEC countries 
had been hampered by difficulty in 
obtaining information; in particular, the 
EEC Commission had been “rather slow” 
to produce English translations of im- 
portant documents. 

Accountancy, he thought, was standing 


Sir Ronald Leach, C.B.E., F.C.A., Chairman 
of the Accounting Standards Steering Com- 
mittee, ríght, with Professor Edward Stamp, 
M.A., C.A.(Canada), Director of the Inter- 
national Centre for Research in Accounting, 
Lancaster University. 


at the most important cross-roads which 
it had ever encountered in Europe; the 
need was to achieve an appropriate 
balance between the authority of the 
Commission on one hand, and the res- 
ponsibility of the profession in defining 
and enforcing standards on the other. 
He suggested several areas for legis- 
lative intervention by the Commission 
and by individual legislatures — including 
preparation, publication and audit of 
annual and interim accounts; minimum 
standards of information disclosure; audi- 
tors' duties, qualifications and responsi- 
bilities; relations between a company's 
directors, shareholders and auditors; 
and rights of creditors, employees and 
customers vis-a-vis the company and its 
members. Standard-setting, on the other 
hand, should be left to the profession, 
though its authority in this area “should 
be fully backed up by statute’. 

Mr T. R. Watts, F.c.a., said that in any 
comparison between countries it was the 
differences, rather than the similarities, 
which stood out. He outlined the require- 
ments for qualification, appointment and 
remuneration of auditors in different 
EEC countries, and suggested that the 
development of audit practice had been 
to some extent inhibited in those coun- 
tries which applied scale fees based on 
balance sheet totals or the amount of 
share capital. 


Audit standards 


Members ¿of the Nederlands Instituut 
van Registeraccountants, and of the 
German Institut der Wirtschaftspriifer, 
were held in great respect; the road to 
qualification was long and arduous, 
and the standard of work thorough. 
In France, he thought that the pro- 
fession was undergoing a tremendous 
process of change; and, although there 
were still a lot of ‘backwoodsmen from 
the pre-examination era’ to be found, 
the status of expert comptable was now 
more highly regarded than in the 
immediate post-war period. Pressure 
by the Commission des Opérations de 
Bourse in recent years had had a signi- 
ficant effect on audit standards in quoted 
companies, 

Sr R. Latini, of the Rome office of Price 
Waterhouse & Co, then outlined ac- 
counting and audit practice in Italy — 
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where, under the Civil Codes of 1882 
and 1942, specific rules were designed 
to ensure that capital was maintained 
intact and assets not over-valued, but 
considerable areas were left to the dis- 
cretion of directors and auditors. Only 
companies above a certain size were 
obliged to appoint statutory auditors 
(sindaci) and there was no requirement 
for more than one of these to be pro- 





Sr R. Latini, a partner in the Italian firm of 
Price Waterhouse, who spoke on accounting 
practice in Italy. 


fessionally qualified; nor were audit 
procedures which would be expected in 
other countries always performed in Italy. 

Company law reform, he said, had 
been proposed some ten years previously, 
to bring Italy closer to the standards of 
other EEC countries and to those en- 
visaged in the Commission's draft direc- 
tives — but this programme had been 
delayed by political crises and changes of 
government. International accounting 
firms practising in Italy could make a 
significant contribution to the develop- 
ment of generally accepted accounting 
and audit standards, but their assistance 
had not hitherto been sought by the 
Italian professional bodies. 

In the afternoon, M Fernand Braun, 
EEC Commission Director-General for 
the Internal Market, outlined the Com- 
mission's view on harmonization of 
company law. Harmonization was not an 


aim in itself, he said, and he outlined - 
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some of the difficulties which might 
arise from the continuance of differing 
national systems of company law. 

British fears of a precipitate change 
in company law to meet the harmoniza- 
tion requirements were ‘somewhat over- 
done”; the decision-making process of the 
EEC Council of Ministers is necessarily 
a slow one. Disquiet in the UK over the 
proposed fourth directive on company 
accounts likewise indicated a misunder- 
standing of its real import. The directive 
had not disregarded the 'true and fair 
view” as a basic principle of disclosure, 
nor was the directive a straight-jacket 
to prevent all further evolution of ac- 
counting principles. 

He hoped, indeed, that professional 
accountants from the nine EEC member 
states would combine their efforts towards 
such evolution, possibly by way of a 
European ASSC to issue generally- 
accepted accounting principles for the 
Community as a whole. He mentioned 
also that the Commission was preparing 
special proposals for harmonization of 
the qualification requirements for auditors 
of public companies. 

'To conclude the first day's proceedings, 
the conference heard from two specialist 
users of accounts - Mr W. S. Wareham, 
C.B.E, F.C.LS&., a former head of the 
London Stock Exchange Quotations 
Department, who stressed the inherent 
flexibility of a system of voluntary self- 
regulation and the need for any res- 
ponsibily-conducted market to provide 
adequate information about the com- 
moditiestraded; and Mr P. L. Macdougall, 
deputy managing director of Rothschild 
Intercontinental, who contrasted banking 
practice in France and Germany with 
that of the USA and spoke on a number 
of specific features of company accounts 
which were of interest to a banker and 
of proposed legislation in Europe affecting 
banks' own accounts. 


Fiscal considerations 


Opening Wednesday's proceedings, Mr 
D. F. A. Davidson, F.C.A.. suggested 
that the influence of fiscal considerations 
on the preparation of accounts was not, 
as had been suggested, a solely Con- 
tinental phenomenon. He compared and 
contrasted the similarities and differences 
of the principal EEC member states, 
and thought that the one major obstacle 
to present harmonization of practice was 
the insistence, under some Continental 
codes, on writing accelerated tax allow- 
ances for depreciation into the financial 
accounts. The UK, in turn, might 
usefully learn from Continental Europe 
in allowing relief for the amortization 
of non-industrial buildings, or of pur- 
chased goodwill. 
A Council member of the Institut 
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Mr Charles F. M. Rawlinson, F.C.A., of Morgan Grenfell & Co, the conference chairman, 
centre, with M F. G. Webel of France, /eft, and Dr Reinhard Goerdeler, a member of the Council 


of the Institut der Wirtschaftsprufer. 


der Wirtschaftspriifer, Dr Reinhard 
Goerdeler, then compared the accounting 
and auditing concepts of ‘a true and fair 
view’ and ‘compliance with the law and 
the company’s statutes’, referring par- 
ticularly to the British and German 
systems. Even in a non-inflationary 
environment, the ‘truth’ of accounts 
complying with UK company law was 
no more than relative, since book values 
of assets did not reflect their replace- 
ment value; and he thought that ‘fair 
and reasonable’, as already advocated by 
the Accountants’ International Study 
Group [The Accountant, June 14th, 
1969] was preferable to ‘true and fair’. 

Though the basic concepts of a going 
concern, consistency, matching and pru- 
dence were generally accepted, experi- 
ence had shown that it was not sufficient 
merely to define principles. Accounting 
rules, the functions of the auditor and 
the content of his report were all inter- 
related; and whereas it might be sufficient 
for the auditor to confirm that the ac- 
counts complied with the law where the 
underlying statutory provisions or stand- 
ards were very precise, the additional 
confirmation that the accounts presented 
a ‘fair and reasonable view’ was to be 
welcomed in countries whose company 
law allowed a greater latitude. 

Two of Wednesday’s speakers, M 
J. P. Plas, of Bernard Pierre, Jean 
Girardet et Cie, and M F. G. Webel, 
of Ciments Lafarge, spoke of the situa- 
tion of French companies in relation to 
foreign bourses. 

Mr J. M. Renshall M.A., F.C.A., 
Technical Director of The Institute of 
Chartered Accountants in England and 
Wales, took as his subject ‘Problems of 


language, law and custom’. Though 
these three essentials of a nation were 
inextricably interlinked, the effects of 
custom and practice were the most 
subtle and most profound; since they 
were half-concealed, it was easier to 
underestimate them. 

Company financial reporting, he re- 
minded his audience, “does not exist in a 
vacuum, is not an end in itself, and is 
not the sole invention or monopoly of 
accountants'. Financial reporting had 
been influenced, to a greater extent than 
was perhaps always realized, by the 
characteristics of the capital market 
in each of the major nations. The British 
market showed an appetite for equity 
participation which was not matched in 
Continental Europe, where the pref- 
erence was for fixed-interest financing; 
the UK favoured registered securities 
rather than bearer shares. There were 
also significant differences in the de- 
ployment of personal savings. 


Differing requirements 


The London capital market, like the 
New York market, was highly market- 
oriented. This was manifested, for in- 
stance, by the volume of business 
transacted. 'T'wo consequences followed: 
the alleged tendency of London and New 
York to take a short view, and the very 
different emphasis placed on financial 
reports in those markets as compared with 
markets across the Channel. The point 
which needed to be made was this: 
fixed interest investors had very different 
financial reporting requirements from 
those who were profit-sharing investors 
with an equity participation. 

It was hardly surprising to find that 


Nw 
LA 


fach 


= ia 
A Po 
MO S 


ig dee 


= * < 
ance AL 


A owe T ee TECH Re TT OS 
PEA IZA IB TAS, E 


x F 


LET 
wa!) See 
Eria eet 


Xu t ue AL T reet Sp OMA 


A eS, 
za diua 


| 4 L 
Y ty " RES d 
a O in TI m RA 


M 
LI 


~ CUDTITHNEURUFIS 
e. ` 


WEAK 
) 


E 3 


BERT aA 


> A 


» ^ 


~ 


CESTA 
de | 


PNTE NT 
AEN GS 


PAT, 


Y 


3^) 


OS 


oes 
DC 


SA 
^ 


n 


M i 
la 


r TES 
5 P . € 


HIS 
Le 


em 


T 


M. p 
Á 


LP VT Ive 


e 
e ae 


\ 
"a 


is a a 
QW » A 3 7 


LE 
n N Ai ee he 


OAs 


bond-oriented markets displayed par- 
ticular concern for the protection of 
creditors: nor was there cause for objection 
to that. But the effects went deeper. If 
the typical investor's concern was for the 
protection of his principal and interest, 


` then his expectations of financial report- 


ing were less demanding than those of 
the equity investor who bought a share 
of the action and would be looking for 
performance and profit. 

The fixed interest investor would be 
content with financial statements pre- 
pared on a highly conservative basis — 
which might help to explain why, in 
some countries, emphasis on the income 
statement was far less stressed than in the 
Anglo-American environment. Similarly, 
with equity concentrated in fewer hands — 
and often closely held — managements 
would find it congenial, even ad- 





vantageous, to adopt conservative ac- 
counting policies. The phenomenon need 
not surprise a UK audience; British 
attitudes were once no different, and 
might not have significantly changed but 
for the trauma of the Royal Mail case 
40 years ago which transformed attitudes 
towards transfers from reserves and their 
disclosure. 

It followed that reporting practices 
accepted as standard in the UK were not 
universally adopted elsewhere; it was the 
demands of the market which brought 
forth the accounting response. To take 
examples, hidden reserves would do no 
harm to bond-holders in a creditor- 
dominated economy, nor was earnings 
per share a meaningful statistic. 

A Netherlands delegate, Mr P. C. 
Louwers, chief auditor of NV Philips 
Gloeilampenfabrieken, then discussed the 
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trend towards fuller disclosure and wider _ 


dissemination of financial information. 
The final speaker was Dr Clive M. 
Schmitthof, LL.M., visiting professor of 
business law at the City University and 
the University of Kent, who thought 
that the concept of a European company 


with common capacity in each of the - 


EEC member states was ‘not a chimera, 
but likely to be realized quicker than 
some people may think’. 

The usefulness of the form of a Euro- 
company, he suggested, would be limited; 


certainly no tax advantages could be 


expected from using such a form. The 
advantages would lie in the possibility 
of achieving greater rationalization in 
production and distribution, and in 
mitigating the effects of the Com- 
munity's very severe competition legis- 
lation. 





in Business 


Changing Attitudes and Values 


Canadian Industrial Accountants' Conference 


From Our Canadian Correspondent 


HE need for increased awareness 
and sensitivity regarding changing 


attitudes and values both in business and 
| its environment was the main topic of the 


1973 national conference of the Society 
of Industrial Accountants of Canada held 
in Vancouver earlier this month. 

Attended by nearly 600 management 
accountants and their guests from all 
parts of the country, the conference was 
opened by Mr H. A. Pakrul, of 'Toronto, 
President of the Society, and Vice- 
President and controller of Rio Algom 
Mines Ltd. 

To set the mood; the delegates first 
heard a paper by Dr F. D. Barrett, 
President, Management Concepts Ltd, 
Toronto, on ‘Man in management - 
creative and participative’. Dr Barrett 
said that as a result of more education 
and new kinds of classroom methods — 
which place the emphasis more on 
thinking than memorizing, and greater 
exposure to the world via television — 
today's new breed of worker, technician, 
and management trainee was more 


equipped than ever before to think 
critically and creatively. 

Consequently, the student had acquired 
the habit of thinking and he had been 
conditioned to expect to be listened to. 
More than that, he demanded being 
listened to and, rightly or wrongly, 
occasionally used violence to get atten- 
tion, if all else failed. Involvement and 
participation were not only part of the 
new social and managerial change, said 
Dr Barrett, they were part of the new 
morality. They were supported by a 
belief that people have the right to be 
heard and the right to share organiza- 
tional thinking and decision-making. 

Dr Barrett emphasized that in the 
organization of the future more ideas 
would be flowing from the bottom to the 
top, than from the top to the bottom, 
simply because there are more people 
at the bottom to generate ideas. Express- 
ing the view that humanity believed 
today that everyone can be creative, 
Dr Barrett said that creativity was what 
moved the world and that there was a 


new generation who took change and 
creativity for granted. As a result, 
management training in creativity was 
becoming more widespread in industry 
and government. In addition, the new 
society believed that participation was 
a right that was desirable and that it 
dignified man. The output from such 
participation was assumed and expected 
to be change, new ideas, new goals and 
new creative thrusts. 

Dr Barrett stressed that like everyone 
else in the 'new epoch', the executive 
would have to conquer the problem of 
change and master its challenges. His 
traditional outlook, his cherished modes 
of thought, would have to give way to 
new ones that corresponded better 
with the new type of reality. 

Speaking in the same vein, Dr William 
M. Dickson, Associate Professor, De- 
partment of Economics and Commerce, 
Simon Fraser University, Vancouver, 
presented a paper on ‘Organizations and 
the challenge of the “now” and “then” 
generations’. He compared some of the 
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In the beginning electronic digital computers were C pes | m 
used solely for mathematical and statistical work, . TS N 
and so, not unnaturally, the programming ‘of these ` Md e 
«machines was carried out by mathematicians. The most ` "o 
`- «common application of computers today is in the field 


of commercial data processing, but. the myth that a Men SUNT 
knowledge of mathematics or even of electronics ls... | =. TA 


, required before one is qualified to become,a program- 


' mer is hard of dying. In fact no preliminary qualifica- ij 
tlons are required for programming except perhapsa - `- os 
- '' certain basic common sense. | D 


. This little book Is intended for accountants,auditors,. : 
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implicit premises which were tion (oF 


granted in business with 'the attitudes 


of the new géneration towards these 
beliefs. In business, we implicitly assume, 
he said, that bigness was more efficient; 


: that more small independent firms may 


have good ideas or products but bigness 
infers quality; that mergers were good 


‘for the economy and the: inexorable 


. gobbling up of the' small by the 2d 
_ «Was progress. 


When the new generation: think “of 


bigness théy think of the irresponsible, 


behaviour «of mining and timber. com- 


panies; of the ugliness, the smoke, water | 
pollution and the calloused imperialism - 
of ‘the large corporations. They refuse 


to consider the plight of the large cor- 
porations with even the slightest’ feeling 


“of charity and: have defined . growth as 


unmitigated cancer, corrupt, evil and 


i .. exploitive. They see the. watchword of 


big business as collusion, price fixing 


„and regulating ‘orderly’ markets. 


Dr Dickson said that we talk about 


business, government and society as if- 


they. were separate and distinct entitiés. 


, The new generation talks about the 


community. They feel that'society is a 


, community of systems each intersecting 


generation, Dr Dickson- concluded. by” 


the other in collusive ways which should, ` 


if freed from. economics, better dies 
tribute the, good . things that exist in 


abundance. This: leads to the single 


greatest oversight. of- our and previous 
generations, and a premise which the 


new generation has grasped, said Dr: 


Dickson. It is-the fundamental’ premise 


that this earth is a system, and everything | 
.on the earth. is'a sub-system of that. 


system. It is the premise that business is 
a system and also an integral sub-systern 


. of the community, not an. antagonist : 
. defending itself against the..community. 


4 


Business-of the future 


Having sought to: define the values 


reflected in the behaviour of the ‘now’ 


forecasting what the business, of the 


future would look like. He suggested 


that- decisions in business will be made 


, collectively and that conflicts, when they 
. arise, will be hammered out' by groups. . 


Bouridaries between various sub-systems 


- will become blurred, as the concept .of 


; 4 


community replaces 'the 'dog-eat-dog' 
philosophy of today. Irrelevant cate- 


gories, such as public, private or some 
‘variety of.mix, will disappear as the 
legal nature of ownership ‘changes. 


Social responsibilities, he thought, 
would i increase, and performance evalua- 


` tion will be based on total service to 
‘community rather than one facet, such 


as’ profit per share. Production of goods 
would increase, but production of ser- 


vices Would, have a much. greater. in- 
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crease.. Bone wil is mund! mä morè 
kinds, of services -will bé accepted as 
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government, miles to the: relationship". 
that. éxists among competitive . firms 


desirable by the community: Given the inthe same industry at senior levels.. 


the. need. to 


production will disappear.. 22M 
A paper on ‘Organizations and the 


, challenge of..their socio-political en- . 


vironment’ was presented’ by the Hon. 
William M. Hamilton, President of the 
Employers Council of British Columbia 


and of Brink-Hamilton Enterprises, and 
a former Conservative Member of Parlia- | 
ment who served as Postmaster-General 


in the Federal . Government from 1957 
to OO: 


- 


Robber baron concept . | 
He asked. his audience | to remember 


wavs. 
one ,thing which “was almost always. the retiring President urged management . 


forgotten by people outside the ‘business 


“world, namely. that irrespective of -its ©. 


desire to'be socially responsible, the prime 


Over- riding responsibility of management: 


of .any business was to. make a profit. 
If that did not happen, nothing else 
fealy mattered. because, over a, period 
of time, the. business would cease to 
exist. ae J 

Mr Hamilton pointed out thé wide-: 
spread fallacy which exists, that the 


Objective of business was.to maximize 


its profit — to óbtain the highest possible 
profit. Actually, few.things can be more 


self-destructive. Maximization of profit; : 


he.said, was à robber baron concept 


. which implied selfish disregard for every 


other interest except the narrow. self- 
interest of the corporation. It completely 


..overlooked :the ‘fact that today’s cor- 
porátion could not long remain a viable. 


entity unless ' it -reconciled - within its 
profit plan a variety of interests. When 


. these, had been properly reconciled, he 


said, a icorporation produced its optimal 


profit. which was quite a different a Se 
_from its maximum profit. . 


‘Mr Hamilton predicted , that: wi the 
developing: drive for human betterment, 
we could look for the next several years `` 
to be characterized by increasing. govern- 
ment involvement in such areas as 


-economic ` development, the control of * 


environmental pollution, the implemen- ` 


tation of consumer protection legislation, . 
and a whole host of other matters where 
: government-business interfaces will come ` 


to exist or, if existing, will be strengthened 


or broadened. 
In his opinion, ‘a great ‘gulf of mis- 


ünderstanding, suspicion and mistrust’ 
between business and government ‘has 


been widened and deepened by populist 


pressures’. For this redson, said Mr 
Hamilton, business should close the 
communication gap bétween 
government. It should. develop. a re- 


oo of trust and mutual aid with, 


dt and.. 


" "There is friendship .and respect in. 
business under these conditions, 
though RA E still continues stren- , 

. uously-to occur”. 


- even 


In addition, business has a. big job. 


~ to do presenting itself and its. actions in ` 
understandable form to the. public. 
our actions are-genuinely in the public . . 
interest, not'self-seeking, then there. are 
ways and means of making them undér-, 
stood, And when this occurs, it is logical * 
to expect, public support. That is the thing ` 


Tf 


. Which ultimately will. swing government 
behind the business. position and make it 
possible for us to contribute in full: measure | l 


. to the community and the country." 


In his arinual report, Mr H. A. Pakrul, 


1. 


accountants to participate actively 1 in this“ | E 


' revolution of changing attitudes and ` 


values — to think creatively,.to innovate, A 


“to develop new ways of considering the - 


profession’s ‘functions, goals, priorities, .. 


` methods and. problems — ways that may 
never have been «considered previously. 


It is much more important, he said, to 


"anticipate change, to: create and control. 


changes before they are imposed by the 


changing world around us. / 


Innovate or [dia 


The key, stressed Mr, Pakrul, 


Was 


' innovation. Innovate or die, change or: 


aes 


go under. It:was a vital message and no ^ ' 


-If the- 


"management accountant should. limit: 


himself, not only in’ his function: but .in-. 
his ability- to conceive of innovative new 


approaches to.new problems, then he: , 
` would find himself unable to communicate . . 


the essential information required pi the’ 
decision’ makers. 

Mr Pakrul ‘indicated ,that in the” 
' Society? s educational programme, core 


à accounting subjects constituted only 35 
. per cent of the total programme. The 
remaining 65 per cent was devoted to: 
‘subjects considered essential to the role .' 
that the graduate will play in the changing - 
| World and the changing organization. ‘We 
want to énsure that the professional role - 
and image of the management accountant ~ 
is fully. and properly equipped, not only . 

for the tasks. of accounting but for.the , 
challenges of business ‘and government ` 


-across as broad a spectrum as possible 


Membership in T Society’ today... 


totals 5,689 registered industrial ac- 
countants — an increase of 72:per cent :. 
in the’ past five’ years. There: are, in’: 
Md 145162: student ‘members. ;: y 


E ET 
PES 


x 


less'to management accountants than to - 
_anyone else in business today. 


X 
y 


^ 


Sy 


LE 


^- 


so that. he will play an expanding rather .. 
than a tiarrowing role iri the organiza- , 
tion of the future.’ 
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Tes xin of a PES sinking NM for niger ob of ‘Hectonal acceptance of projects. In: ‘many | 


cases a project must be accepted i in-its. entirety or notat áll .- 
- decisions -béing made. The optimal allocation of funds to . and the’ Pea must deal with, this aspect. e CN 
^ projects: must be, based: on. other factors as well as. the" l e 


selection i$ questionable, given the critical nature of the ` 


"simple criterion’ of profitability. There may be a number- 
' of satisficing conditions in. any one company. Continuous: 
«growth patterns in earnings; liquidity constraints; amount. 
«ef. and cover for dividends, and the competition between - 
¿projects for .$carce. resources such as ‘skilled labour. are: 
*. all factors which may tequire to be Incorporated into; the 
selection process. .- ' AA 

In the context. of capital TA MUTUAE linear programmirig. `- 
‘s'a mathematical technique’ designed to maximize thé rate 
“of return of capital while at the same time coniplying | with ' 
whatever constraints are present within the ‘company. 


a ^ Within the géneral constraint of capital rationing, whether. 


by choice’ of: the firm or due to. external, limitations, the | 
| - problem. posed to. management is to ‘devise an optimum ` 
mix ‘of projects which takes into account those other. 


* constraints and the’ characteristics: of the. projects them: «. 
; E | selves, . e.g. the postponability -of the: projects. In the : 


, process the time distribution of the projects and, the 


Felated: cash flows ` Day assume considerable importance. ` 


S ^ 

s ^ 

~ - ” +) 
. ¿ 


' Linear: programming model ; 


"The basis for a linear programming, model is S dirige by +. 
" W; Johnson in. an article entitled “Capital ‘Budgeting and ~ 
. Linear Programming” which appears in the. Jahuary 1973 


^ issue of Thé "Chartered Accountant in Australia. The” 
dps ^ requirements” for formulating a conventional linear pro- 


". gramming model in a deterministic situation. 1. include the. 
“ definition of: / | D 


M the objective to be achieved: this would be defined in‘ 
, terms: of maximizing the benefits to be: derived. from the. 
mix of projects under consideration; `s, 

(b) the constraints present i in the El stated i in numerical” 

terms; 2., o 
(à) identification of individual projects . and a ^moshericil | 


LE . ' , description of each; and  , 


(a) the relationships between, each activity and « constraint: in- 

P ' linear terms. po wc 

ae In “its simplest terms the. problem might. bé ‘stated as 

. hàving"an objective of ` maximizing the net present value of . 

x the’ projects approved, subject to. the cash „outflows - not 
"exceeding a given amount during any-one period’. The ` 
..: problem. rapidly. becomes more complex when: conditions . 

_: allow .some projects and some-funds to be' ‘transferable ` 
+ -between different time periods. a i A 


Even i ina simple situation some other information will be ` 


¿required in the form of constraiñts, e.g., to: ensure that any. 
. project cannot be accepted: more than once and to -avoid' 


| "t M e values. ‘Te will also be pups to ) deal with the - 
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"Types of project. m "n F Po MAU 


s n 


Projects, can be compulsory, mutually exclusive, “or con» | 


ditional... E jus PE at 


é 


thy 


fy Wl 19¢h, 11973... -> 


Compiry projects are dadir odas by some: ex- : 


ternal authority, e:g., the local council. Where.there is only - 


. one way of complying, the funds.that will be used in this 
“way can be considered as a deduction from the total avail- -. 


able. Where: there are different ways of meéting the ex- 


' ternal requirernents, ` jt can be considered as à pou 


exclusive project. + , 


` Mutually exclusive projects. are. hose where’ only: one: iof 
the, projects or ‘one way of achiéving. the” purpose of a 
- ‘project can be accepted. For example thére.cán be different - 
ways of. manufacturing. a product, or.of heating a factory. If - 
projecto. rand 2 are mutually exclusive this c can be formu- 
lated as:,.- ; 


te ca 7 


EX, KI: X, X, 290 : l e "s ‘ 
where r. indicates completé acceptance and o. poma 
= rejection. The fractional acceptance problem. can' be over- 


- come by Miri an integer restriction set, ij. > 


i ae ate. 4 : X,=(0, 1) E 2n NE E Mu 
A IL m Xa= (0,1), RE Ww ee 

«This aspect would régüire the use, ofi TEN programming. 

Contingent projects, that is to. say where .one project ‘is | 


conditional "upon. another project being accepted, such as . 


:a factory e extension being dependent upon an. extension: of ` 
the power: plant, can be: handled'in a similar way to'that 
used above. If projects is.dependent upon. prope 1. Pa 
accepted, this can be formulated as: LT 
e (are a 


he Alterado: way. of ;treating the contingent. Be is. 
. to replace it with a composite project made up of both of the .. 


- projects. In-the case above, the choice could be considered 
as being between puer X, and PIE AE. 


` Constraints; m aee s ! onmes d 
The limit of funds can ‘be: agane to pelos in other time 


` periods. Over the time cycle from the. formulation. of the ` 
model tó the. end of its time-horizon; the funds position - 


_at any point in time, can' include. cash flows from existing. 
projects: and new .projects commenced during the. period ' 
“covered, plus any new, borrowings. “This pool of: funds ` 
"provides. the amount for investment in new projects in that . 
period and. any consequential outflows of cash related to. 
Pannag projects, and dividends. .. ^ : e 


de relationship pemen vam: of: thé projects com- 
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| menced dio the period and the funda constraint 


should be clearly stated. If the original outlay on project 
Xro is £50,000 a related cash flow of £10,000 would. be 
expressed as 0:2X 9. Other constraints such,as liquidity 


‘ratios would be expressed i in a similar way. ' 


The data for all projects proposed must be specified even 


for far-off projects, as must new borrowing and the cost of 


capital. At the end of the data collection process, the data 
is formulated as a matrix with columns representing éach. 
project in each period and the rows representing the. 
objective function and constraints. After computer pro- 
cessing, the output from the programme should show the 


“ optimal allocation of funds and net present value of ac- 


cepted projects. and the effects of changing the size of 
accepted projects and amount of resources available. 


Advantages of linear programming 
The advantages can be summarized as follows: 


(a) It displays the optimal allocation of funds i in n each time 
period within the constraints used; 
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(b) examination of ie dais sheets can m why a project. 

has been accépted when this seemed ‘unlikely. and the 

` marginal values of the constraints. for each period and , 
whether they were critical; 


(e) knowledge of the marginal value of each constraint and the, 
marginal contribution from each project included in the 
basis enables management to assess the effects of making 
various changes including the shifting of funds from one : 
time period to another; and 


(d) changes in the optimal basis by including new TOTE 
may be considered by using separate computer runs. 


- The accountant is likely to be more and more caught up _ 


in the continuing development of computers and mathe- 
matical techniques as aids to problem solving. In the pro-. 


cess it is also likely that management will be constrained 


. to define its objectives more precisely. The contribution of 


linear programming: to capital budgeting through the + 
provision of an optimum solution and-marginal values for’ : 
possible changes will form an important element of this 
change. 


- Accounting for Deferred Taxation 


ED11 ‘Hocus-pocus’ 


E . by R. J. PICKERILL, F.C.A., FTA.. 


" Taxation Manager, The Plessey Company Ltd. 


x 


The exposure draft ED11 appears to have raised a number of Aunt Sallies —. © 


* presumably to give members of thé profession yet another opportunity to knock ` 


, 
^s 
- 


ta 
4 


HE pola made; in ED11 [The Accountant, May 3rd] 
are unfortunately based on a number of quite incorrect 


~ premises, and take away from the professional accountant 


his responsibility to use professiónal judgement. Thus, 
having stated in paragraph 4 that taxation on the profits of a 
particular period must be provided for out of those profits 


"us that the 'taxes payable' basis is incorrect because it 


^ 


allowances. 
Of course, everything i in this life is:of a temporary nature, 


| but provisions for taxation in this country have never 


. just like any other accrued expense, paragraph 5 then tells ' 


ignores the temporary nature of the benefit of ETE 


required repayment to the government of allowances. 


justifiably claimed. Although there may be an adjustment 
when plant and machinery is sold, this is but a factor in 


determining the tax liability of the year in which that, 


‘particular event occurs. 
ED11 does not indicate any reason 1 why tax liabilities | 


should not be shown to fluctuate as all other expenses and 
apportionments fluctuate in relation to profits. It seems that 


accountants have no respect for the tax knowledge of those 
who interpret accounts. There is no reason why the 


v. 


: tem all down again. 


^ 


"a 


proportion -of profits absorbed by the taxation charge ^ 


of company A with a heavy investment in plant should be 
the same as for company B with no such investment. Nor. 
is there any reason why the tax charge should not fluctuate’ 
from year to year. e. 

Shareholders, bankers, ‘analysts and. other interested "EN 


partiés: must. surely be aware that tax liability not only ` - 


varies in relation to profit but also with regard to capital 
investment. If the tax charge is high in relation to profit: 


because. there has been no capital investment, shareholders ^ * 


must then ask why — not be deceived, as is proposed, by» 
equalization. If equalization of profits before tax (asin the 


Royal-Mail Steam Packet Co case) i is wrong, SO. 15 equaliza- -: > 
tion of. after tax profits. The one saving grace is that the | . 
‘notes on the amounts disclose the fact; but I cannot agree - 


that this indicates a true or a fair view. 


- 


Why defer ? | 
We'must consider for what reason the deferred taxation 


. account is being created. Only in very rare circumstances 


will amounts credited to deferred taxation account,. as 
recommendéd' in EDAX, ever be debited to that accóunt 
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“and credited to de tax charge in. the profit and loss account. 


These circumstances are: Fes ~ 


> ya . 4 


^ (1) When the company: Pone ed hàs only one-piece of- plant ; 


i which is. replaced by a similar. piece of Plant at the end of 
2 .' its-useful working life; ` ` 


(2) When 'thé provision ` for depreciation of, its Bias abd | 
- * machinery made by the company is greater. han the. 
amount invested in new plant; or at 


t 


+ (3) When the system of capital allowances is | jádically ded. . Shareholders’ fu nds - TIME. 
E , «or the rates of these allowances are drastically reduced. 


‘tis true that under the deferral method regúlar crediting . 


. and debiting of the deferred tax account may occur but the . 
- net effect will be a net’ crédit apart from nc above c circum. 
stances, - La d E 
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year, no tax sit be paid by iat c company visti ER it. 
ceases to enter into any further contracts for hire or-leasing, ` 
‘or the number of new contracts, entered into is no greater 
than the.contracts which have been determined., 

. If such;a company ‘provides for.deferred taxation, a tax” 
charge would be debited.to profit and loss account, which | 


would be known to be unnecessary. - 88 


a 
^ 


Nm Sac 


"The exposure draft tells us.in parágraph 23 that a, leas 
taxation “account must not be regarded as shareholders’ ’ 
funds, nor as a liability. Any: take-over, bid or valuation-of . 
the shares. of .a company must recognize - that a" deferred ` 
.taxatión account is notia provision for a liability, but is ‘a 


(xy In the circumstances of à company with one: ‘single: item of.. general reserve and’ must, for all practical: purposes, be. 
plant it may be prudent to equate the tax liability over the ` 


treated. as shareholders’ funds i in valuing the. xen of the 


, period of life of that piece of plant but it does not affect the-- company.” 


a true after tax profits of the company nor UE its- tax 


P liability.. ; "e 


n If the company is. likely to invest a eer amount in néw: 
v^ , Plant than has been provided for depreciation, it would be 


^). . prudent for the company to make some provision out of 
“o ^., profits to: reduce. the tax chargé in the low, investment 


. years. This may indicate, however, thát the company was * 
-on the downward path and the directors would then be 
- more concerned with impending liquidation, or insolvency, 
than the. arithmetical exactitude of their tax provision: ` 


(3) Itis certainly the responsibility of professional i Dae 


to be prudent, but it is not the responsibility of profes- . 
sional accountants to use a crystal ball and imagine to 
. what extent circumstances in 5, 10 or 30 years’ time may 
be different from what they are today. Knowing - as allo 
c people do — that changes will occur, prudence demands 


that accounting is on a conservative basis and that provi-: 


=~ sion is "made to. protect the company against future 
t difficulties. When these difficulties cannot be quantified, ` 
the only possible, provision that can be made by prudent 
men isa general reserve and the proper way. for taxation ^ 


: to be provided in the accounts is the tax liability charge- , 


_ able on the profits`of the period concerned. 


lf there is any ‘justification : for a deferréd ‘tax account, ‘it 
.can only be assumed that investors and other interested 
: persons: have so little tax knowledge that they can only be”: 
. convinced that proper tax provision has been made if they. 


- see, on the face of the accounts, a tax charge approximating ` 


: to. the ‘current rate.of tax on the accounting profit. If the 


investor, banker.or financial journalist is so ill-informed; his: 


. ^. accountant or taxation advisers have not been corie a pene 
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=, Companies differ i 


.'Thé exposuré draft is intended tb T the basis: for. 
standard accounting practice, and no way does -it provide 
(except i in relation to companies subject. to taxation in the 
. Republic of Iréland) for any special consideration to com-. 
panies whose circumstances vary from the standard. If the 
- business of thé company is the: hiring or leasing of. capital 
equipment, the rentals. receivable in. respect of that equip- 
‘merit will normally amortize the cost of the equipment over 
‘a period of years and must, therefore, automatically be’ less 
“in the, year of purchase of.the equipment than the capital. 
allowance which ‘absorbs thé-cost in one year. It the comi“ 


E 


~ 


r 


‘on. the sale proceeds. 


It may be argued: that an pr to the nal - 
‘allowances, occurs’ when plant is sold or scrapped. Effec- : 
` tively this will only arise when the plant is sold and, under . 
the present pooling arrangements for the calculation of 
capital allowances,. an adjustment is made equal to tax ` 
The adjustment for tax cannot : 
exceed the sale proceeds received and, therefore, the funds.” 

will then be available to pay any tax liability which: arises. 
- If the plant is. scrapped, there are no sale proceeds and no : 
tax: liability, ` and in consequence the deferred ‘taxation ' 
account is never ae to cover, Inland. Revenue | 
‘liabilities; — o fm 

Surely, therefore, a time miust come when the difectors. 
of the company, or their advisers, ‘can say that thé. accounts ` 
show a;true and fair view without making, any. further ` 
provision, for: deferred, taxation, because the provision 
already made is sufficiently large to cope with any adjust- 
ment to the tax charge that may arise due to any unforeseen. 
circumstances, drastic. reduction in the rate of capital 
allowances; or some radicál change in the capital allowances : 
system. If provision is needed to cover’ possible liability | 
^which máy arise due to changes in the system then certainly | 
the most prudent method of providing against this is by. a 
general réserve estimated according. to:the best Jidgément, 
of the diréctors and their advisers. * - 

No mention is made i in the exposure. draft of the. action. to 
be taken by. a cómpany whose deferred taxation' account 
amounts toa large sum, possibly in excess of. shareholders’ ' 

. funds. By the very nature. of. things, “a company either 
.. expands or contracts; its business very rarely. remains static. 
and the investment in plant and: equipmerít of a. successful 
company must necessarily increase in value because - of © 
: inflation alone. Under the proposals in the exposure. draft, 

the amount standing to the credit of the deferred taxation- 
account of such a company must eventually, become an’ 


E 


DAZ. - 


„embarrassment unless at a particular time the directors are - 


enabled to call a halt and make-no o further credits to deferred. 
taxation. account. - ah SA Ta. 3 


"uox à 


` Arithmetical cniculstidns Sus TE E 
-We now come to the methods propósed p calculating the. 
amount to be credited to deferred taxation account for any ` 


“particular. year.-'T'his really is hocus-pocus. Such’ calcula- - 
tions produce with arithmetical accuracy the ‘difference - 


VERE continues to pire p or leáse additional equipment every between t tax c on the taxable profits. and tax on n the OE 
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E ‘Revaluation of. assets à, 6 och ct Se ds AP 
“It is proposed that upon revaluation. of, assets à provision E 
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EE The FOU in the. por digfi 2 are ideal PE- 
E explaining the’ system to students; but; having set out 
various examples. of timing differences i in appendix x, the’. 
- 5, „examples given in appendix: 2 deal only. with the; timing. 
. difference bétweén capital’ ‘allowances and depreciation..." 


. The various: examples of using the deferral method are 


| . delightful presentations of how the system would’ affect ‘a 
. very small businéss with manual records.and no more. than. 


- half a: dozen. machines. The examples ‘also illustrate the ` 
reversal of timirig differences in a year almost immediately ` 
. followiüg.that in which the provision was created.: Imagine, : 
«the extent of the records required to-take account of the 
various rates of tax applicable each year for the millions of 


- items of plant used by a large engineering company!. . 


The Inland Revenue have at last given us ‘an: easily 


- calculable cápital allowánces structure, and we as a profes- 


sion aré' making tax accounting much more difficult. The 
. deferral method would present a tremendous volume of. 
work, as previously explained in this article, for no purpose 


whatsoever. Effectively the same result can be achieved by . 
calculating the tax. liability for the year and comparing that ` 

with tax.at the current rate ón.the ‘accounting profits: and . 
. crediting the difference to deferred taxation. Of course, thé . 
' deferred tax provision in these circumstances would not be. 


> arithmetically accurate on: deferral n method. principles, but ' 


(because the deferred taxation. provisión ¡is only a general ` 


reserve) it would be quite good enough for the purpose. 


. Such a calculation would. surely satisfy. those. company, which the compány pays tax on its, UK profits. ; Where a 


. directors and financial journalists who appear to believe. 


uy that “profit before tax" is the-only figure worth consideration. 


Under the deferred taxation accounting system, the prò- 
. vision for. taxation of all companies will be at the ‘current 
rate on the profits of the: “year. It must certainly be the. 


intention of the Government that those' companies” who: 


` qualify, through investment in plant and machinery, for | 
tax "incentives, should display | the fact-ifi' their published 
accounts — indicating to shareholders the difference bè- . 
-tweén those companies which do invest in ek and those | 
„companies which do not. - 


| The exposure draft regards investinent incentives as if - 


they were depreciation allowances creating timing differen- - 
“ces, whereas i in fact these incentives. have no relationship to 


depreciation. but are part only of the System by which tax * 


liability i is computed. | 


. One might ask : "When are incentives not incentives?" 'To 
which the answer is: “When the profession decides to unido: 


‘the work of the Government.’ ME. 3 : 


- should be made through. the deferred taxation account for. 


corporation tax calculated at the effective rate'on a capital 


gain which may ultimately arise. Bearing in^mind that in 


“year 1; on the time-apportionment method, the liability to`- ` 
Corporation tax on capital gains may be calculated on differ- 


ent figures from. those which would be'used. if the asset 


. was sold in year 2 or year 3, one is expected presumably to 
"revise this provision year by year às the time-apportionment - i 


pend alters. ^ - r 


If a reserve“is peated by virtue’ of revaluation of the ` 
_asset, that reserve must be-sufficient to cover. any liability: | 
- for corporation. tex. on the: capital gain. sequens ho a 
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further T MARIS should be necessary because: the prox... 


vision therefor is mére specilation.. 

In. the, proposals, companies who: have. neither. used : 
"the deferral, ‘method nor perhaps previously accounted for. 
- deferred ‘taxation, are required to: make a provision for ` 
deferred taxation- for all past. years: Generously, the- 
exposure ‘draft’ recognizes the difficulty of applying the- 
deferral "method retrospectively. and. allows ‘the, SP 
. method to be used in order to create an OPERE balance on, 
deferred‘ taxation account. 


- Ate companies, “then, ‘who have. never próvided s 3 





deferred’ taxation required to show: an after-tax loss; and: V 
refrain from thé payment of dividends until future profits A 


have absorbed this: opening provision for deferred taxation ; 


Or are such companies to be allowed to provide something * : 


jn excess of the current year’s deferral method provision 
“in order to create the proper opening balance overia period: : 
..of years? Will notes on the accounts be acceptable i in such ' 


re 


cases? If a standard practice must be adopted, the accounts... 


of many ¡companies will have a very peculiar look : about .- 
them for.some years to-come. If, as is apparently assumed, 
investors can only understand tax at the current corporation.‘ 
tax rate on the accounting profits, how will they understand 
such accounting complications? 

` Brief ‘mention, is made in, the: exposure daft. of de 
introduction of the imputatión system, and paragraph 27 ` 
prescribés that the rate of tax to be used will be the rate at 


4 


company is subject only to the small companies rate, that ^ 


rate should be used. This ' may meán, of course, "that the. * 


.compány shows an accounting profit.in excess of the E 


to which the small companies rate applies, but whose tax: 


liability i is.at-the lower rate because the. taxable profits are: 


below the: stipulated maximum. Will it not. look odd to those. ^ 219 
people requiring standardization if a company's accounting ^* 


profits amount to (say) £50,060, but tax. is- provided: only. : 
at the lówér rate because the liability. i is at that rate; but 
when thé timing differences are reversed the liability will. : 
be at the higher rate? 


w 


Tax payable pe | SC 


$ 


; Please let us forget the proposed. diced taxation account | r A 


- as quickly as possible — - for these reasons : Aa 2 


(a) Iti is not logical. : E e 

- (2) It is a provision for a non-existent esse liability. - 

. (3) It is a general reserve, tó provide which no anithmetioal > 
coritortions are required. ` 

- (4) It i$ part of the. shareholders" funds and: must, be $0 

: recognized. ^ 

(5). On à proper accruals áccoünting. Basis the only true and. 


„fair measure of fax liability’ is, the amount due on the. T. 


| profits-of thé period concerned.’ > .- | «X 


-— 


-ED11 should be. redrafted i in three paragraphs as follows: - 


e 


y 
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(1) A: true and fair view of the state of a: conipany's S. y»: 


affairs requires thát'the accounts are' "prepared on aut 


"constantly conservative basis. ^ `. 4 
* (2) As general ‘reserye should be. created e an amount". 
sufficient in the, opinion of the directors to pon 
“some protection; against the. vagaries . of; Bugs UK : 
taxation system, : 
(3) Fhe tax charge in'the profit and [see account must be 
P tbe tax liability on 1 the NE of the peo MEE 
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i nibetction & b (a applied ' to ‘the. Casey só thit the eeuna e 
. process necessarily. ceased-on,the death-of the trustér with the 
result that there was a passing. of propérty.i in terms of: section I 
' of the Finance Act 1894: TU CO Hu OE 


. "Held: Section 5í( 2) à) applied; for he t truster must- n 

_ intended that the accumulatión-was to continüe until’ his death; 

. and even. if the period, of accumulation was that under.séction- 
5 (2) (2); theré was no method: by: which the income could go to 
the son, even contingently, in “some: “way which was. different 

£ from accumulation. qu M ME MT 
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| " Arraniñoro. investment Co: Ltd. V. CIR. 


Do. C | ote Carnalea. Investment. Co Ltd v: CIR. "To 
w | Mélver" s Trustees | vi cl R- Br » d : Y. e Cort of Appeal apap sea Rebiuaty 20th 
Cr: Tn the Court of Season - Apiiislimpg, AS ". (Before the! Lord: Chief. Justice: (Sir. ROBERT Lows), Lord 


“ (Before the Lord: Justice. Clerk (Lorg WatATLEY), Lord Kuss Justice CURRÁN and Lord Justicé Jones) . 


us z arid Lord Fraser). > Corporation tax. ~ Error or mistaké claims — Teia of building 


; D Dose duty Er oar adit eum = son attains ae * sites s Comer with e of i 20d «generally. 
i . rus ~ revailt Whether ‘case can be state inance Act 1923, 
(o >> Hon for her until 22 — Children’s rights not to vest until age 22 => pre ES Finance Act 7962, section 23 - Taxes Magier 
£t Exclusion of truster and wife = — Finance ‘Act 1894, section x — T. rusis Act I 6:58. dene 3 E 
" 970, sections 33; 5 ue AAR Dean ae % 
. (Scotland) Act: I9Ó1, section.5 ~ Law Before (Miscellañéous> 
The' business" of each: company | 'cnsistedo of investment in. 


: d Provisions) (Scotland) Act 1966.> -. Py 

EV ia Aor h. d. £ is . landed: property; they were not dealers in or. developers. of | 
fy "0" Astruster executed’a-deed on’ pri 29t 1957; and transferre land. They let plots for, dwelling houses, which were allocated 
| — tó.the trustees certain securities for accumulation: of the whole © by a larid developmént : company associated with the appellant - 
|^". Ret revenue until his son attained the age of 22: years complete. ` companies, and the purchaser of a plot plus a hoüse thereon was 
E On his attaining that age the trustees weré to make over the > .granted by the.relevant appellant company a lease of 999 years : 
es whole trust estate: to him.. Af the. son died before attaining: at añ annual rent, but. ed premium or. other capital sum was" 
E years and the truster's daughter Succeeded, accumulation of, required. `- 

income was to continue until she attained 22 years.: The rights - . The accountants of thé appellant companies AAA to: the 
Du OL tlie son or. the daughter weré'not to vest until the attaining of Inspector, of Taxes. à. number;'of.returns showing.the rents; 
x Rt the age.of 22 years; ¡but the date ‘of ne in ere issue was to. be “applicable'as above: the profit réntal& created, the capital values 


a 


vt 
* ow 


Jd the date: ‘of.attaining majority.’ . a. “of the profit rentals and the capital:cost to the appellant com- 
= |. > Until the attainment of the” age of 22 by the Son or the . :'pànies. of the land out of which the respective profit rentals had | 
uu " daughter the.trustees were to. accúmulate the.net income: and add: beencreated: In each return the company’s liability to income 

27 it to ‘the trust-estate. The deed contained an express prohibition ` “tax and. corporation tax was .calculated; but the accountanits 


T against paying any: of the income to.any child of the. truster genuinely- but mistakenly believed that the companies, in grant-: 
a às long as’ the child had not.attained the age of-22 years; and. ing leases of thé plots, had disposed of the plots, and had thereby . 
there was -a further express. prohibition. against the trüstee$ — become. chargeable’ to tax by virtue of section 23 of the Finance ; 
4; paying: any. of the income OF e assets to the truster orto his , . Act 1962. Inthe middle of 1969 the Special Cornmissiónérs in an. 
E 3 a e 3 A -` appeal by Ferbro Estates Ltd had decided that if no premium 
n The trustér diéd. on 3t: 1963. His. son was | born on was charged; a. letting. by a, property-holding: company of ‘a’ 
> July 8th, 1947, and was therefore 16 NOM of | äge at the time of: building'plot-did not amoúnt'to a disposal of land within the. 


. his father' s death. 

o > Section 5:(2) of the Trusts. (Scotland) Act 1961. direct that no . Eee pa peers i se, Ko ane cepted by the, 
S person, shall’ dispose’ of any: property:in'such mánner that the _ ' “In ‘consequence . of that’ decisión the appellant companies. 
income shall be wholly or partially accumulated for any longer: . applied to'the Revenue, under section 33/0f the Taxes Manage-- 

| ~ than one of the. following periods: nie | ^: o2 ment Act 1970, for repayment of the tax paid in error as.above. 

y ea (a) the. life:of the granter.... or (ay thé danger ‘of tha” _ The Board refused the applicatioñs, and. the companies appealed 
a IS or. respective: minorities ‘of any person or persons ' to the Spécial: Commissioners, It was ‘contended for the com- 
; "who, under the terms of the ..: disposition, directing. the. ; panies that they were entitled: to:refunds under section 33 of the: 
uc s d ~ áctümulátion; would for the time being, if of full age, be-: .: 1970 'Act'as the tax in question had -beéh.paid by reason of an 
a t entitled to the. accumulations. . E ' 2" * 'error Or mistake i in a return; and that the relief was not barred 


übt UBy section. E (3) any’ 'dispósition directing | series A void, by the p£oviso-to section 33.(2) which applied; it was contended, - 

a and the incéme has-to- go’ to: the’ person. or, persons. ho would . -only where there, was, some. liability to tax under the charging 
B have been entitled to it if the accumulation had not been Provision.: Alternatively it was’ contended, that there was no' 
. difected. "Section 5 (4) declares that a direction to accumulation' | : evidence of a generally pr evailing practice. It was contended for 
. dufing a period: specified i in subsection (2) (d).is not to be void * the Revenue that the proviso.applied to both'cases, because the, 

: 7 solely” by reason. of the period beginning during the ` granter' s computations in question had been put forward by the account- 
` life and ending:with his death... - - .,- ants, and: had been accepted by the Inspector of Taxes, on the. 


E wt! ‘was. contended. by the bultos that section E (2) (d) of the . basis or in accordance, with the:practice generally prevailing at 


cue 
= 


-~ 


< > 1961 Act applied because the son, would for-the;time being if of. the time, When the returns were “made: The Special. Commis- : 
- full age, be.entitled to the accumulations’ and that this view. was | ^"sioners decided i in favour of the Revenue: . et. o j 
| y assisted by : section 15 (4) le was s contended for the Revenue. that . Held: The Special Commissioners decision was correct, 
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Twinlock's Record Year 


O bones are made by the directors 
I Nof Twinlock Ltd — an unquoted 
public company - in saying that with the 
publication of the latest report and 
accounts they are out to impress the City. 
On the first page of the report, under the 
heading “The Twinlock Group’ and 
above a picture of the main office, all is 
made clear, thus: 


“Twinlock is a growing international 
group of companies specializing in 
products for retaining, retrieving and 
displaying all forms of business records, 
The name “Twinlock” has become one 
of the best-known in the country 
amongst office equipment users. We 
are now concerned that our name should 
be meaningful in the City, particularly 
amongst those institutions from whom 
the group will need backing if it is to 
realize its full potential in the years 


ahead. We have therefore taken this 
opportunity to put some colour behind 
our published results, so that present 
and potential shareholders may learn 
what Twinlock stands for. Twinlock is 
now the leading supplier of filing and 
retrieval systems in Britain. Linked 
with this success has been the emergence 
of 'Twinlock as a major supplier of 
visual aid products, computer an- 
cillaries and microfilm equipment.’ 


Word picture 


There are eight pages of colour illus- 
trations featuring the company's plants 
and products, together with accompany- 
ing forthright description. There is 
certainly not one iota of false modesty on 
the part of the company. 

'The intent to inform even runs to à 
word-picture of the members of the 


TWINLOCK LIMITED AND SUBSIDIARY COMPANIES 
S ata e OR Io A A DR DUM e O a S 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
. for the year to 28th February, 1973 


Note 
3 Turnover 


4 . Group profit before taxation 
5 Taxation 
Group profit after taxation 


Minority interest 


Extraordinary items 
Profit on sale of leases 


6 Dividends paid and proposed 


7 Retained profits 


Earnings before extraordinary items 
Earnings after extraordinary items 


Number of shares issued 
Earnings thereon: 
Before extraordinary items 
After extraordinary items 
Number of shares issued 
and under option 
Earnings thereon: 
Before extraordinary items 
After extraordinary items 


board, which by and large is a compara- 
tively youthful one. Chairman and chief 
executive, Mr R. W. J. Hutton, C.ENG., 
M.I.MECH.E., M.I.PROD.E., is 38, having 
joined the company in 1960 after graduat- 
ing at Loughborough and after post- 
graduate training with Tube Investments. 
He was elected to the board in 1961 
‘succeeding his father as Chairman in 
1964’ — which may make an impression 
in the traditionally-institutional sectors 
of the City. At this point it may be 
mentioned that whereas ‘Company’ and 
‘Chairman’ rate capital letters in the 


Twinlock résumé, the City that Twinlock _ 


is out to impress only rates a small ‘c’. 


But the descriptions of the business 
careers of the members of the Twinlock 
board are certainly useful. Mr D. H. B. 
Eason, F.C.A., 41, is financial director; 
he joined the company in July 1971 and 


CONSOLIDATED BALANCE SHEET 
28th February, 1973 


































































































1973 1972 1973 1972 
£000's £000's | Note £000's £000's 
7,521.0 6,620.4 Funds Employed 
8 Share capital 1,112.5 1,112.5 
677.2 454.2 9 Shareholders' reserves 1,417.7 905.2 
274.4 191.1 2,530.2 2,017.7 
402.8 263.1 Minority interest 18.3 17.0 
8.0 15 | 10 Tax equalisation 324.1 106.2 
394.8 261.6 11 Fixed term finance 841.3 652.2 
3,713.9 2,793.1 
83.3 — == 
478.1 261.6 | Represented by 
67.4 58.4 12 Current assets 3,855.7 3,047.8 
13 Deduct current liabilities other than 
410.7 203.2 short term finance 2,064.8 1,320.9 
394.8 261.6 1,790.9 1,726.9 
478.1 261.6 14 Deduct short term finance 543.3 747.3 
11,125,400 11,125,400 Net current assets 1,247.6 979.6 
15 Deferred expenditure 10.7 17.3 
55 : 
eae CPP 16  Unquoted investments A A 
4.30p 2.35p 
17 Fixed assets 2,455.5 1,796.1 
11,458,733 11,458,733 3,713.9 2,793.1 
R. W. J. HUTTON 
3.45p 2.28p Directors 
4.17p 2.28p D. H. B. EASON 
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the board the following March. After 
'acquiring accounting experience over- 
seas' Mr Eason was six years with the 
William R. Warner pharmaceuticals con- 
cern, latterly as commercial director and 
secretary. 'His commercial experience 
and financial expertise are of particular 
value at this time of expansicn', says 
Twinlock. 

And so on with other members of the 
board — Mr B. Holdwsorth, u.a., 39, 
international director; Mr N. J. Stone, 
F.C.LS., 41, director and secretary; Mr 
W. E. Dennis, 61, and Mr ^. K. L. 
Stephenson, 57, directors. But why only 
initials of the directors and not first 
names? Initials only lead to complications 
from a press and communicatiors angle — 
and the press is as interested as the City 
in published accounts. 

For example, in T'he Boots Company's 
report this year the chairman in the list 
of directors is stated as G. I. Hobday — 
just plain, straightforward G. I. Hobday, 
nothing else. But on page 8, the State- 
ment by the Chairman is by Dr G. I. 
Hobday — who might be a little put out 
if anyone took his name from :he list of 
directors and called him simply, Mr G. I. 
Hobday. But the Hobday saga is not 
done yet. At the top of the chairman's 
statement there is “an informal picture of 
Gordon Hobday, Chairman, with 
Douglas Appleby, Managing Director” — 
the latter, in the list of directors, being 
simply D. E. M. Appleby. 

This column prefers to see first names, 
titles (if any), and letters after names, in 
lists of directors, rather than mere 
initials. 


Substantial 


Getting back to 'T'winlock, this company — 
as the accounts show well enough — is a 
substantial one and an indication of size 
is that in the past year exports, including 
sales to overseas subsidiaries, amounted 
to £576,900. Twinlock International 
gathers together the group's overseas 
operations which include Ireland, South 
Africa, Australia, New Zealand and 
the EEC - in particular Holland, 
Belgium and Germany. 

On future planning the chairman 
comments on the refinemert and up- 
dating of marketing objectives and the 
stepping up of market research. Financial 
objectives have been 'greatly developed'; 
precise but flexible, 'they are influencing 
board decisions, and because they inter- 
lock with practical and simple measure- 
ments — like profit margins — they are 
being accepted and used with equal 
commitment down the line’. 

It’s an ill wind that blows nobody some 
good, and the introduction of decimal 
currency and VAT are two events which 
have helped 'Twinlock in the past three 
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‘If the 


years, The chairman comments: 
economy continues to grow, we should 
do well; but we must not assume that 
the fair winds of the last few months 
will remain as favourable until year end'. 


Five star 


Instead of a “Year at a glance' or other 
précis early in the accounts, the Twin- 
lock ploy is to put five star-points at the 
head of the unsigned chairman's state- 
ment. These are: 


Ak Pre-tax profits up 32:5 per cent to 
£677,000. 

Ak Sales increased by 13:6 per cent to 
£7,521,000. 

* Earnings per share up nearly 31 per 
cent to 3°55p. 

* Pre-tax margins up from 7.7 to 9 per 
cent of sales. 


* Return on shareholders’ equity (after 
tax) up by 17 to 16 per cent. 


In his statement, Mr Hutton, the 
chairman, says that he compares “our 
1973 figures with those in last years' 
report and accounts — and not with the 
comparative figures as they appear here'. 
Compliance with accountancy recom- 
mendations and, in particular, the treat- 
ment of extraordinary items is the 
reason, and Mr Hutton adds, 'those who 
care to make their own comparisons will 
find that the gains in the profit and loss 
account are thus greater than I have 
stated — most notably perhaps, the 
growth of 83 per cent in EPS after the 
new treatment of extraordinary items’. 
The statistically full ten-year record has 
been adjusted to give effect to the new 
treatment. 

There is an outside market in Twinlock 


shares and the chairman makes much of 


the point that 'the active market in 
Twinlock shares, now in its third year, 
traded some half million shares this past 
year”. (Since the chairman himself holds 
over a million shares the turnover needs 
to be put into perspective.) 
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July 19th, 1973 


Although more than 50 new share- 
holders have joined the company in the 
past year in share deals at prices ranging 
up to sop, T'winlock with some 350 
shareholders, and institutional holdings 
totalling 14:5 per cent, is still a close 
company. Mr Hutton has no doubt that 
“with our record, we could now seek a 
quotation when we deem it necessary 
and desirable'. 





Bank of England's Accounts 


“(COR internal purposes’ the Bank of 

England's 1972-73 accounts have 
been restated on the basis of ED8, but 
the only result allowed out for external 
purposes is in Note 15 to the Bank's 
accounts which states that 'the accounts 
so prepared show an operating profit of 
Á13:5 million compared with £19:8 mil- 
lion in the accounts prepared on the 
usual historical cost basis. This decrease 
arises principally from the reduction in 
purchase power of the Bank's net holding 
of monetary assets’. 

Everyone will no doubt find the differ- 
ence intriguing but antagonists of EDS 
will probably hold to their line that while 
the result may be intriguing, it is not 
particularly constructive. It was on the 





TWINLOCK LIMITED 





BALANCE SHEET 
28th February, 1973 


1973 


Note £000's 


Funds Employed 
1,112.5 1,112.5 
1,238.6 


8 Share capital 


9 Shareholders’ reserves 





2,351.1 1,901.6 



































10 Tax equalisation 176.2 95.3 
11 Fixed term loans 791.3 579.6 
3,318.6 2,576.5 
Represented by 

12 Current assets 1,860.5 1,576.4 

13 Deduct current liabilities other 
than short term finance 1,099.3 829.9 
761.2 746.5 
14 Deduct short term finance 310.2 393.6 
Net current assets 451.0 352.9 
15 Deferred expenditure 10.7 1459 
16 Unquoted invsetments .1 1 
18 Subsidiary companies 1,434.9 937.9 
17 Fixed assets 1,421.9 1,268.3 
3,318.6 2,576.5 
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«basis of sche: of rm 8 million and not * 


[13:5 million that the Bank of England” 
had to pay £7 million: to the Treasury 


under'section 1 (4) of the Bank of England . 


| = Act 1946, and on the basis of the-residual 
^ £12:8 million had ,to pay only £33, 000 
short of £5 million in tax. = 


How 'does:a bank, let alone the Bank of. 


England, attempt to write inflation into ` 


its profits — by'attempting to make its 


profits even higher, than they: are? Then, 


~ presumably EDS is applied to the higher 

"e po to show that it was not. high enough. 

All the same, it will be interesting to 

see if the clearing - banks this year go as 
far as the Bank of England on. al 


` Auditors’ Opinion. - 


MEE NOW call upon the secretary to rad 


. I the notice convening the meeting, and 


the auditors! report'. Those, or, some- 


b thing: close to them, are. the time- 


|.’ honoured words: at the opening of a 
"company annual mecting: How would it 
strike, shareholders were the chairman to 
.say, 'Good morning, ladies. arid. gentle- 
- men, it is now 12 o'clock and T now call 
upon the secretary to read the notice 
convening the meeting and the auditors’ 

' opinion.’ Somehow it does not have the 

| "same ring of authority. 

. ^^ 7 But ‘Accountants’ Opinion’,- 

' column notices, ` is how the ‘auditors’ 
- report to the American Monsanto Com- 
pany is headed. Certified public account- 
arts. Haskins-& Sells state that they 
- examined Monsanto's accounts: ‘in, ac- 


.  cordance with generally accepted auditing . ` 


- standards, and accordingly included such 


this". 


' tests of the accounting records: and such. 


`. Other auditing procedures as we con- 


They go on: ‘In our opinion, such finan- 
-ĉial statements present fairly .... 


.sidered necessary in the circumstances’. 


There is nothing unusual in that and ' 
pos unusual in UK auditors, in their. 


turn, stating that.in their opinion all is 


_as it should be. In fact some auditors. 


uc their reports with the words: 'Ín 
our opinion’. And opinion it is. ^ ' 


‘It cannot be anything else. All the. same 


‘Auditors’ Report’ has more tone about it 


- 


| than ‘Auditors’ Opinion’. Auditors’ report - 


, Suggésts a firm, ‘unchallengeable stance, - 
^. whereas auditors’ opinion immediately ' 


implies that there could well be a second 
or a third opinion, or even more. Expéri- 


ence, of course, has add that. there i is. ` 


GA. Robinson's ‘First’ A 
ERNARD 'WARDLE. & CO and 
G. A. -Robinson (Stoke-on-Trent) 


Pavo i in common Mr D. A, Boothman, | 

,. FCA., senior partner of Singleton, Fabian, 
"Derbyshire & Co, as chairman. ‘Bernard ` 

,  «"Wardle's accounts were the first to carry ^ 


- 
. n 


A . - 


an EDS current purchasing power state- 


_ Note 


od 


r P 
$ - : r So a 
4 LJ ` r 
>. .THE | ye 
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| "n pe < ACCOUNTANT m 


- 


` ment and: the, accounts of G. AZ Robinson B 


(Stoke-on-Trent) create another ‘first’ 


in that auditors Arthur Andersen & Co: 
refer to the supplementary statement in. 


their report and. give their opinion that 


it “gives a trüe and fair view of the infor- - 


mation set forth therein’. p , 
-Unfortunately, the G. A. Robinson 


effort will only: be of any” material ' avail 


if it is repeated next year and compärisons 


made. In the year to February 1973 there 
was a complete: change ‘in the group 
make-up. There, was.a pre-tax profit of ` 
_ £271,187 ‘against a loss of £21,896- on’ 


turnover of £3,189,084 ,compared with 
only £679,076, the difference - being 


accounted for by a series of acquisitions : 
which brought in.new profits of £239,420. _ 
‘Companies common to the group in both 


! 


TWINLOCK LIMITED: AND SUBSIDIARY COMPANIES X 


years pem iuis of diae in 
1972-73: l 

‘Change. continues. The chairman ` wrote *, 
his statement ‘shortly after the application 
had been made to the Stock Exchange to 
suspend the-listing of the’ existing issued . 


_ share capital of the company’. The sus- 


pension ‘turned on the acquisition .of two .. 


companies — one in The Netherlands, to: 
. form the basis of an automotive division — 


the sale of.two.existing subsidiaries (both ` 
oddly enough having the word. “Buto-: 


motive’ in their titles) and tle sale of a 


caravan park and hotel for £400,000. 

' :Bemused shareholders: wondering. 
where their company is going next, and . 
without a quotation for their shares, may 


: not be overwheliningly impressed by- the 


ED8 exercise, iP" 


Nr. 





NOTES TO THE ACCOUNTS ` 


0 E 


E , 


. 1 The accounting Dolicles of the group are defined i in dein notes under the appropriate headings. M 


During the year the group has adopted the proposals of the Institute of Chartered Accountants in etna 
and Wales as to the treatment of extraordinary items and the comparative figures for 1972-have been adjusted 
“accordingly. (Group profit before taxation 1972 £510,900 adjusted to £454,200; taxation 1972 £206, 900. 
adjusted to £1 91,100: Extraordinary items less tax 1972 £40,900 adjusted to £Nil.) 


` The Institute” s proposals on. accounting for deferred taxation have been adopted in so fer as they ane i 


ga 


surplus arising on revaluation of-properties, this has resulted in the sum of £108,100 being transferred from- 
, shareholders non-distributable reserves td the deferred taxation account, , 1, ' 


(xe 


| The premiums on acquisition of subsidiaries incurred to date, and accounted for in 1972 as an asset, are’ now . 
. treated as'a reduction in shareholders’.reserves as shown in Note 9. Where premiums on acquisition arise in 
future years their treatment will depend on the particular eircurpatangds af. xs acquisition. - 


"woe 


. 2* A-E. Walker (Holdings) Limited was acquired ‘on 8th NS UNS 1973 eni no part of its results have been 
included in the Group's consolidated -Profit and, Loss account, "-— 


ie Sounuy of incorporation. 


The accounts of 6ne overseas subsidiary have been made upto 31 st PES ami 1 972, asa legal requirement o 


Y 


- 


3. & Tanovar represents sales to third parties at. invoiced prices. a "i CH" ^ 


1 


4. The group profit betore taxation is after charging :— 
` b > : " R ^ 


- 
Li 


" Beptedlation of fixed assets (Note 17) 
' - Hire of plant and machinery 
Remuneration of auditors ' 
. Directors’ emoluments 
‘ Remuneration as executives 
Fees . 4 : 

Contributions indir: pension schemes 

, * Pensions to former directors . 


Q0 EX -gratia payment to former director E T 
litere paid. a FL "dk y 
_Debenture = i RU "e 
, , Bank .. NN ae 
: Loans repayable within 5- years ; i 
Other loans 


i 


Rent received: 
Bank interest received 
- u jx ul » TE 
Analysis of directors’ dida 
Emoluments of :— 
The Chairman id 
` "The highest paid director 
- / Ali directors 


Less thah £2,500" 2 
£2,501— £5,000 . > i 
£5,001- £7,500 e> o! 
£7,501~£10,000° "i, “o g 
£10,001-£12,500  . T i is 
. E17,501-£20,000 . ~ . 


- 





1973 (B. C872 775 
£000's. £000's-'. ~£000's  £00's 
Bd 2174 ^. 4% 1479 
* 20g EK 555 
] 19.0 ` : 16.0 . 
53.9 ^o 480: 7 
6.8 7. 45 
53, 6.7 
10.3 15.4 > 
. 5.4 +, 2 — ae 
——— ' 817 —. 74.67 
; 740° — 27.1 
43.0 34.1 ` 
-13.4 x 3.7 
2.9 |, 888. 
á - - 
, 264 103.7 x 
(1.2) (1.2) 
" (33) 5c (2.5) EE 
— 821 + —— 100.0, 
= a : ' x ' ) 4 
f : , ~ 
; £9,750 £9,750 ' 
£10,266 £18,755... 
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| Cis conditions in the foreign 
exchange and. the stock-markets 
“have not necessarily changed the City 


- .: debate, but have at least changed the 


“emphasis of it. After a crisis of the 
.currency "min 
injection of a tranquillising drug in the. 
form of strengthened’ dollar swap. 


there has been an 


arrangements and a tacit agreement . 


that the Americans will not just let the 


dollar. go to pot. 
` For the time being this.has bay 


- been enough. to keep the currency 


“patient quiet and the temperature of 
`“ markets in foreign exchanges, gold - 


. and securities. is less feverishly high. 


But ámong the physicians there is not 
by any medns a unanimous view that 


‘the fever is over and the: patient will 
first rally and then recover. 


A symptom of the current currency 


. . ; illness is that the intervals between the 
.. recurring bouts’ of fever became pro- 
i gressively shorter. It is as though there 


is now- a built-in immunity ‘to’ the 
Known tranquillising drugs: and an 
urgent need for research to come up 


E with some new cure. 


`. The Committée of. Twenty seems un-- 
likely to produce anything outstand- 
‘ingly new as the result of its present: 


$ 


PR ECIOUS 


deliberations, unless it is thinking in 


the same vague way that some others ' 
“seem.to be thinking in terms of getting, consumer demand is tailing off, and 
-back to.gold now that the precious | 


metal has a precious price. : 


Comparatively soon the whole 


. college of currency physicians will be 


meeting to consider the results of a. 
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.  Dec..29, 1972 . 9 % ` ^ April 19,1973 ` ^». 
‘Jan. 19, 1973. . 824%" May 11, 1973 .8% — ` Retail Price Index (16. 1 .62=100) 178, o, 16, 5.73. (from 176: 7) 
"Mar. 23, 1973 TE . 84% May ^8, 1973 74% : 
| April 13, 1973 8% June 22, 1973- TE | Foreign Exchanges. - i» 3 
“4 . ' Treasury Bills l New York , 48467 Fránkfurt “6: :042 5 
< Mayri ` a. £T3604960 . Juners  .. .. £7°0268% ; Montreal. 25435 ‘Milan 147450 ` 
May 18 vs £7°2483 lo June 22° ...  .. £6 9945 76 . Amsterdam 6:6700 . Oslo’ 136575 . 
Tun " x $7 10590? nece ue f RESP ae 913750 > Paris | 10'3950 
| June 8: . £ri539% July 13 Ko g46296 A Hes" CUBO ESOO 
, ' Money Rates. E Giltedged . .. . ao 
“ Day to day“. - 54-795 Bank Bills o,  Consols 4% 37 . Treasury 9% 1994 ` 888 ` 
, 4 days E E: 176 2 months a 7840 Consols 24% . 238 , Treasury 84%, 84-86 .. s Soh 
` ^ Fine Trade Bills | 3 months 72% « Conversion 34% 334 Treasury 84% 87-90 -... . 83H, 
1 month .. is 91-894 4 months 74-78% 4 y TY 94 /o 07-9 ; 3 
a months +:  ... 10-8%' - 6 months 75-74% | Conversion 51% 1974 98d Treasury 64% 1976 .. ++ 93$- 
^. ^ gmonths..-. ..' 10-8% E ; Funding 34% 99-04 | 391 Treasury 34% 77-80 .. 72$ : 
e E TÀ M; "eR a— Funding 5196 78-80 | 9t. "Treasury 3195 79-81 .. 708 ; 
l ree Mont ates ^'.Funding 5496 82-84 . ~ 75i Treasury 5% 86-89  . 622 — 
- Local authority deposits , 83- 88 Funding 53% 87-91 67 - Ta 54% 08-12 . 755i 
D^ Senis depart certiacites : a ü .' Funding 6% 1993 .. , 66$ Treasury 23% —— 231 
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' 9i-101 Savings 3% 65-75 or} 33% 
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year's research into a cure for inter- 
national ‘currency sickness. They must 
at least try to consider ways and means 
of isolating one of.the causes — the 


huge and still frighteningly, growing -the “£20 million cocoa 


mass of world currency- THO 


TIMING 


In a $tock-market where forecasts of 
the likely pitch of the FT Index a. year 
hence range from 380 to' 550 there 
ought to be -scope for profitable 
operation, provided, the operator gets 


the timing right. One of the troubles is 


that identical factors can.be treated 
' bearishly or bullishly with dial 
equal conviction... 

Phase III, it is said, Is going to bó far 
tougher than Phase I! on prices, profits 
and dividends in order to compensate 


. for some reduction in the pressure. on ` 
- wages. That is a combination that is 


"either going to be inflationary, there- 
fore theoretically good for equities, or 
one that.is going beariskly: to put 
still more pressure on industrial profits 
through steeply higher costs just when’ 


therefore is bad for equities. 

` The static state. of the-equity market 
since Phase II has surely shown, 

however, that for all such niceties as 
_Price/earnings and sarnings Vigas; 


RATES AND PRICES 


Closing prices, Monday, July 16th, 1973 


i equities. 


. Finance House Base Rate - E st, 1973. "E 
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it is dividend yield a in fact counts: 

A high price/earnings ratio can be 
accépted on a share if the high earnings: 
are' going to be translated into high 


- dividends. If, no matter how high. the: 
¡earnings go, 'dividends don't move 


there is not a lot of incentive to buy | 


t 


: DEBACLE. 
Doubtless some have tried. to blame 


‘the City, but it is intriguing that the. 


latest debacle with a City background : 
loss: by 
Rowntree Mackintosh — was not con- , 


' cerned with: City people at all but with 


Rowntree Mackintosh's cocoa buyers 
sitting. in their offices in York -and 
dealing by telephone. 

“The buyers broke the company’s 


golden rule and speculated in cocoa ` 


instead _of carrying out their duties - 
merely as buyers. What was, of 
course, thunderstriking was the margin ` 


by which the rule was broken. Even . 


in:a commodity where the’: ‘price’ ‘has 
risen from £300 to £700 a ton, £20 ` 
million represents | an awful lot of 

cocoa. ; s E 4 "3 


RECORD © 


Predictably, the J. Sainsbury share.” 
issue set up a new record: in. the 


amount of money put up for a new 
equity offer to the public. The: figure 
was in the £504 million region, and as 
one cynic. ‘commented, quite a: bit of 
it was real money. 

Particularly i impressive was the point i 
that Sainsbury employees applied for ` 
more than the one million. shares 
reserved for men: 


! 


' War Loan. 33% ` 
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The Institute of Taxation exists.to promote the study of, and the. interchange . 
of information about, taxation among members of different professions. Conferences -` > 
‘and lectures are held. and members receive regular circulars, digests of tax cases- 


and annotated copies of legislation. Representations are made on technical aspects. 
of taxation. ^ ^ . 20 LR S oa dee 


+ 


Those not qualified.for membership may subscribe to a scheme under which ` 
they receive all the publications, except that the circulars are occasional only and: 


." + deal with general matters as distinct from those of specialised professional interest. 


` Full particulars of membership, which is by examination, and of the subscriber ' 


.,. scheme may be obtained from: ` 


_The Secretary: The Institute of Taxation, Cilfford's Inn, London, EC4A 1DE. E. 


y 
a i y ET t x ` 4 r é 
A 1 eT > 1 . iu 


t ‘ 


- 


. i : - 4 É > 
- 5 S v e ` 
. X 4 À im sg E 1 eo. 1 
LU « : á " d * 
s ~ A E oi ' 
f : l " x k y ` Bl . . pis i i 1 
` - t * 
. A à 1" ^ : - 
: * i - « 0 





~ 
Er 








adine etase A A y n  — _— ——À ! 
! T a " ` : ^ f 1 7 + E u hy . at 
* + i x P " 
` il $ - : T Fog ‘ ! Pus á ? $ r = , te - d e $ uer N a? 
> 1 T a y ; x L A ; ; T de Y r : is - RC : "Are e cod mes . EX mE y f 
x, O *ow F LACE e . 4 ro e Y we ; d tUe de rco a i A uri A 
a 9 us dus DE EE H x PULLS ET era : A n . s Spe 2s ^) $i hy 
2 a OV—E x Fee p a s r . pu due rU ex J Q7 rt. T s q A ae AA : aiam t 3973. 
oat : " "n a a 3 Ru fms, E , 4 . =< ws E L: - m , ! T 
"LI 4 . - “a e ù 2 A j à ! 1 à S r e , m HI = ^ : 4 Y 
" D -4 oa i a ^ P . > ù , i : " d 4 i A ' : ; ' s A 
í 2 ` wy = 2 e pe ` 33 Pg e 4 y n 
€ X , 4 ` 
4 ; ; t yo ie ae AO : 
> ‘ sf . t E Uu a 
+ ` D d "e^ i 
r 1 c) ^. + 
^1 
x Mary" hundreds of accountants have found. the right Ta 
Y : . n 
pi “through this useful service. ." a d t one year 'old he was 
r . * - 
. ^ s E A 1 N 


X 


At 18 months, he was’ odd: . 
ing and: a lovely, apps. 


nt 


4 FREE LISTS OF VACANCIES - a | a-bouncing baby... . 


ecu dp will be posted i you or youcan call at our Infórinátion Centre, . 
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© "||| Over 500 ‘vacancies in the U.K. and overseas offer. you the. 
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‘INCE the previous appearance of this aene on nup | 


sth, the- Financial Times Industrial’ Ordinary share 


index has fallen.to within three points of this year's low 


of 426 in March last. From time to. time rallies “have 
. tempted buyers into the-market but these have been short- 


_ lived. Sharply: rising profits, bulging order books and: 


booming exports are offset by rising imports, án' adverse 
balance of- payments, currency fears, counter-inflation 


of Watergate. = : 
- There has been such ‘a - -succession of adverse évents 


.- measures and the behaviour of Wall Street, to say nothing 


‘that it does not pay to be an optimist, and profits (if any) 


«are snatched” before they disappear altogether. This in 
-itself prevents the market from enjoying any sustained rise. 

‘The United States Federal Reserve has temporarily 
ended the dollar -crisis by announcing an enormous 


facilities, but-no one can say for how long this crisis is 


dropped, but responsible opinion. regards this drop .as 
temporary, and there is talk of the free market price -of 


. gold rising to 150 dollars an ounce or even more. 


fixed interest stocks: - 


* : " 
Ev yx - z ; ao x 


Fears of what Stage III of the counter-inflation pro- 


gramme may do to office rents is having an adverse effect 
on property shares, but it is remarkable what resilience - 


property shares càn show, aided A the progres of more 
take-overs in this sector. 
: Below is our current selection of corporation loans and 


‘a 
` 
ex TN 


M Loans 


| Yield 
a a . Price (flat) High Low 
` Lindsey 7 per cent 1978 2:82 .78 . 100 91 
"Maidstone 63 per cent 1979-81... 87 ' 78 98 -84 
Newcastle 94 percent 1981-83.. 96 9-6 -100 99 
Nottingham 82 per cent 1976-78 89 ' 77 -100 >87 


- 


Commercial) , 


Fixed Interest Stocks (Industrial, um 
! 1972-73 


63 


Ordinary shares | 


— 


The autumn is traditionally a time for money, troubles or 


perhaps, in. the. ES M recent experience, "more: money 


r "E 


p 


increase of $6,250 million in the Central Bank swap- 


^. avetted. On this announcement the price of-gold has. 
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programme will then come to an end and Stage III, with 


all its uncertainties,-will begin; so there are factors which | 
are likely to restrain the posuer of any quick rise in 


equities. 

Accordingly, thé bd that can ibe done at the present 
time is to mention some good but currently cheap shares, 
and leave it to individual judgement to decide when to enter 


eroas Moreover, Stage - IL of. the counter-inflation: `. 


the market, remembering that just as it is difficult to sell 


at the top, so is it also difficult to buy. at the | very bottom. 


The following i is a SERE of ordinary shares; 


shares. 


S/ater Walker 


One year's glamour stock is. rarely the next year's glamour 
stock. Slater Walker have fallen this year from 284p to 


170p, having been 163p. Following the breakdown of 


P/E 1973 

gu M Price : Yield > Ratio - High _ Low 
Slater Walker 25p shares? : 170 oo: 2 ow 284: 163 — 
‘Grand Metropolitan Hotels - ‘i 

50p shares o0 e| #23 IIE 194 © 116 
Trafalgar House a 113 28 141° -152 - 110^ 

shares ` 25 T 
Triumph investment 25p, a ME A. od 

. 98 5-1 - 157 - 124. 


89 - 


the merger talks with Hill Samuel, Slater Walker now , 


intends ‘to achieve its: objective of becoming an inter- ` 
national. investment bank by internal growth «which, . 
“while not so immediate in its results as a merger with Hill- 


Samuel, will have the compensating advantage that only 
existing shareholders will benefit from the growth. Results 


for the first five months of the current year are. at a very 
id level.: IA A e a 


ty 


` Grand Metropolitan E 
"This.company's shàres are at a low for 1973, yet ~ the 


- group (ex Watney Mann and International Distillers and - E 


year ended September 30th, 1972, profits of the original 


Vintners) amounted . to [29,43 1,000 compared with 
£20,626,000 in the previous year. With six months’ profits 
of Watney Mann and IDV, total. group profit before tax 


.amounted to £41,438,000. Had Watney Mann and IDV 


t 


been part of the group for the whole of the year ended 


September 30th, 1972, estimated pre-tax profits would. ` 


have been £47,616,000. 


Under the very dynamic chairmanship of 'Mr Maxwell 4 


^ . 


. Joseph, it is hard to believe that this company’s shares will 


NT i Yield: 
o $ ] Price (flat) High Low. 
MEPC. 5$ per cent debenture. l NE. 
- 1984-89 . *à n .70, + 88 74 | 64 
' St Martin's Property id per cent a ` a 
debenture 1989-94 . sage, B5 10-0 80 67 
Inchcape 8 per cent loan 1987-90 - 77 404 77 69 
Dalgety 6% per cent debenture ` ` ; 
1985-98 i 2 $t 69 9.4. 75 


not respond quickly to any general improvement in market . 


sentiment. 


^ 


Trafalgar sa 


This is a very successful-and abiy managed company, whose x 


operations include property investment, contracting, house- 


building, shipping and hotels, and iridustrial and general 
“activities. For the half year ended March 318t last; “net”. 


revenue of the group ‘after . taxation ‘amounted to 


- £5,560,000 as compared with £3,632,000 is the six months 


ended March 31st, 1972. 


The current year has opened satisfactorily and: internal i 


- 
A 
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Puce confirm that the group continues ‘on “an above 
average growth rate. So far as. permitted, the group. con- 
Vp Steadily rising distributions i in the years to come. 


- 
- 


` 
4 


Tiiümph In véstment 


ES 


This company, though suene fron i general market 
malaise, has an enviable. growth record over the years; 
group. profits before taxation having risen from £49;000 


` 


` 
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IT. dócks as dcus. thé do of men ~ Bill 1973. provisions do not apply. 


(and women) who are underwriting. 
' members of Lloyd's have had another 
.. goods year. Although the figures for the: 
' 1970 account, which was closed at the end. 


of last year, are not yet.complete, there is 


, every indication that the global under- 


writing results will at least equal those of 
the 1969 account - and probably exceed 


- it. The 1969 account showed a profit of 
about £52 million, representing an im- . 


~ 


provement én the 1968 account, and a 
continuation of the satisfactory: turn- 
round after the earlier years which-had 
shown either losses or very small profits. 


In 1972, Lloyd's considered more than | 


1,200 applications for underwriting mem- 


of. this year. This figure is more than 
double the previous highest figure.- 


u bership and 994 candidates were elected - 
` and started underwriting at the beginning | 


"This i increase in the number of under- 


writing members.at Lloyd's has provided 


the market -with- capacity so that, if it 


_ wishes, it can take a larger share of the: 
- world market. Ih practice, however, there: 
i$ increased. capacity from all quarters, ` 


and it cannot be assumed that -profit- 
ability . will be of the same order in ne 


sof . - ~ 
a . ` 

“, A - 
š á 
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` future. | 


POINTING out that a trust find producing : 


income can. create tax and estate duty 


- problems for. beneficiaries, trustees and 
, even the settlor, Save. and Prosper has 


“said that .one way of avoiding . these 
problems is tó invest the trust fund in 


assets which yield, no income at all — ; Such 


, as,a single premium: bond: 


Referring to the fact that the income of . 


certain discretionary and accumulation 


trusts is to be subject to the investment 


t 


. income surcharge of 15 per cent in addi-".. 


m 
2 
Do E 


* 


- 


: tion to the basic rate of 30 per cent, and 


payments made to beneficiaries. at the 
aggregate rate of 45 per cent, Save-and 
. Prosper take the view that, in the more 


- common trust situations, payments to a 


, beneficiary from: a bond under the sur- 
. render or regular -withdrawal options or 


^r interest-free loan' facility are. not taxable." 


. as income and thüs-the. relevant Finance 


m 


os a that tax is to be deducted from income S 


Two main factors have to be considered 


of tax by the trustees. Save and Prosper 


‘take the view that, if there is any sug- 


gestion that the payment is intended to 
replace or fill a gap in income, the Inland | 
Revenue may treat it as income. 


This criterion generally excludes kom. 


tax-free payments a life-tenant under a 


“settlement... Being entitled only. to the - 


income of the settlement, the payments 


are income in his “hands even though 


made out of capital. In any event, says 
Save and Prosper, the -life-tenant nor- 


mally has no right to capital and, unless 


expressly provided for in the-trust deed, 
the payment to, him out of capital could 
constitute a breach of trust. 


Where, however, as in the normal case, 


theré is no indication of the payments 


keeping” up a. certain income or- style, 


of. living, Save and. Prosper say it is * 


difficult to see how they can be regarded- 
as other than what they are — payments of. 
capital Discussing frequency of pay- 


ments, Save and Prosper say. that ob- 
viously occasional payments are less 
liable to. be regarded as'income than 


recurring: payments, having regard also,- 


to the:criterion mentioned above. 


. Applying these factors to payments by . 
tristes of bond moneys,- 


Prosper say that much depends on the 
circumstances of .each case. In some 


_instances, the. occasional exercise of the 


part-surrender . facility may be- more 
appropriate “than - the- automatic with- 
drawal plan or regular payments ‘under 
the interest-free loan facility. 

Generally, where the beneficiary has an 
actual-or potential interest in the capital 
of the trust (whether or not he has also a 
similar interest in the income), there 

should be no question of the payments 
from the bond being treated as income in 
his hands. Save and Prosper. emphasize 
that this-question of bond proceeds being 
treated as income applies ‘only in respect 
of the transmission of the moneys from 


-the trustee to the ‘beneficiary It is con- 


sidered "highly. improbable’ that the 


payments. by the life company to the 


- 





Save- and 


? 
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in ET. 5 to cer 000 in. 1972 and earnings per share fou l 
o-58p to 14° 38p, before à scrip issue of 1 for r, ~: > 
. The company -operates >in merchant banking, metal ` 
trading, investment, insurance "underwriting and, broking : 
and. hire-purchase finance. Tt:has important interests in: 
‘America and on the continent. Under the thrusting’ and 
capable chairmanship of Mr G. T. Whyte the company 
seems assured of a profitable future. When to buy is the- 
pen Last year the results were id: in d | 


~ 


* 


“trustees as bond holders would, in any 
- circumstances, be regarded as income. - - 
in deciding whether the payment of bond * a e 
proceeds must be made under deduction 


ME MEE NM | 
MOST hospital: ‘provident’ associations 
operating. in this country are for the 
benefit of UK residents. Generally, they 
. give cover while a UK resident i iş abroad - 


- ón business or on holiday. In sóme cases, 


-anyone who is already a subscriber may 
be. able to” retain membership when 
going to live abroad, In this event, the ` 
subscription is- us to be Joaded by 
IO per cent. ; 

If, however, suy bodyd is not already in. 
anemberabio of an association: in this 
, country, . difficulty may. be encountered 
in making arrangements for covér while . 
liviüg abroad: An éxception to the general 
rule is the Exeter -Hospital Aid: Society. 
- It has a special world-wide scheme, which 
is available to;anyone either retiring to 
live overseas, or who is working on con- 
„tract terms. of employment. The 'same 
terms apply anywhere in the. world. 


| Naturally, the subscription rates -are 


higher than for UK miembers, sirice the 
„scheme is more 'costly to administer, and . 
-there are widely. differing charges madé 


for. ‘treatment | in . various xOoVerseas . 
countries. UM M^ uet K 


THE LONDON INDEMNITY AND GENERAL 
“INSURANCE CO has introduced the Money . 
, Manager Flexible Fund. 'This.is a fund 
-to “which. single pronum. bond, annual 
premium plan. and : ‘monthly Poe 
plan contracts can be linked. 

The managers of the fund are able to 
direct their investments into any one or: 
more of the 13 different Jessel Britannia 


, unit trusts. If the.managers consider it to 


'be in tlie general i interest of investors, they , 
may invest in assets other. than these unit : 


^ trusts." 


. All the: AN Britannia. unit. trusts . 
which have existed in their present form 


" for: five years or more have shown.'a 
- growth rate (including reinvested net 
, Income) of. at least ro per cent annually. 
since they were «formed. The best. per-. 


formance has-been an average growth of 
mote than 15 per. cent each year. 
? i * j 


+ 
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"TX M as gue is T convenient,” "were: mot. an essential or ‘necessary part of either. 
. | EK i publication. x 
„Commenting on 1 the cases of A. E. Walker and, Fabbri and 
Partners (The Accountant, April sth and June 7th), the Tribunal 
observed -that, the: facts in Walker (where the. contents of a 
“workshop manual, together * with the specially-designed ring 
-binder, “was: held to constitute a book) ‘were. basically different 
from those i it the present case’. ~ | 
` Marshal: Cavendish Lid v. Customs and. Excise (Tibunali 
| reference LON 173143). pen Es 
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Acupuncture Clinic Must Register pO 


GLO QS UM A acupuncture clínic is not = institution” approved, 
| l licensed, registered. or exempter rom registration y any 
Educational Supplies - . Minister or ber authority’ for the purpose of group 7, item4,' 
"UPPLIES of goods or- sérvices: "incidental to. the provision of Schedule 5 to the Finance Act 1972. By a unanimous decision, | 
of any education’ provided by a school.or university, or of the Birminghám VAT Tribunal ruled that the Branksome l 
that kind and provided otherwise than for profit. (Group 6, items ‘Acupuncture: Clinic was liable to register for VAT purposes. 

1 and 2, of Schedule s to the Finance Act:1972) arè exempt from In the words of the Tribunal, ‘VAT; as has been stated many 
VAT only if supplied “at-the hands of the bodies or persons who times, is intended to be a broad- based tax on goods and services 
provide that education”. In.reaching this decision: recently, the and, in order to be, exémpt.from registration, it is. necessary. for .' 
Scottish VAT. Tribunal nevertheless expressed criticism of the the. appellant to prove'that he is covered by one of the exemp- | 
relevant provisions as “lacking in clarity’ and’ arrived at its .. tions specified in Schedule 5 of the Finance Act 1972’. No such. 





3 


conclusión only-with the aid of the views of Penriycuick,V-C, in ' proof was adduced in the present Case. ^'^ j 


Strathalmond v. CIR ([1972] 3 All ER 715), that an ambiguity It was not disputed that the activities ‘of the clinic would fall 
in an exempting provision should be resolved in favour of the within the: “category: of medical or surgical treatment. If the: 
' Revenue. liability for tax of any' services provided were disputed i in the 
The present appellant \ was. w ¿harity whose principal future, it was said, such items could form the RUIT ofa T 
activity lay in the field of interdenominational, Christian educd- ate appeal: E 
-tion, largely by the distribution of books,. pamphlets and films... -' -D'Ambiosio (trading ` as Branksome ‘Acupuncture Clinic), v: 
About one-third of the appellant’s income was derived from the ' ¿Customs ánd Excise pu reference EA 1). a 
` hiring of films, ‘and it was contended that the supply of such- ^. . : "m Rot 


4 ~ 4 
+ > `oe 


films was “the supply of a service incidental to the provision of a- wan er Nr. on : 


type of éducation included in item x of group 6 of the schedule ` Purch: ase Tax. Rebate Refused. 
and was accordingly an.exempt supply under item 2’. Item 2, it- 


~ 


: was.argued, was perfectly general in its terms; and, not being ` “CLAIM for rebate of purchase tax.on goods held i in eek 
limited to supplies by the bodies or persons providing education at April 1st.has been refused on the ground that the goods, 
within item I, was equally apt to include supplies to such bodies "though. having borne purcháse tax, were hairdressing supplies | 

Or persons. ia held for.salon use: and .not for’ ‘resale’. within the terms of | 


~The. Tribunal compared and cofitrasted the opinions - ex- a House of Commons resolution dated March 12th. (Such. 
pressed on the effect of item.2 in Customs and Excise VAT .. resolution has statutory effect under the Provisional Collection. 
Notice No. 7ó1 and'im two other texts - VAT in Great Britain ` of Taxes Act .1968.) e J 
(Wheatcroft) and Value Added Tax (de Voil) [The. Accountant, The goods involved. fell into two broad categories: liquid ` 
April sth], but apparently. derived - little assistance therefrom. . shampoos held in bulk containers and drawn off for use. as 
Following the Strathalmond case (supra) andthe Shorter Oxford. required, and individual phials of. conditioners, setting aids or ` 
Dictionary definition of ‘incidental’ as ‘occurring or. liable ' to ‘elixirs’ which were applied. at the appropriate timé by the hair . 
occur, in fortuitous or subor dinate conjunction with something . stylist at the customer’s request. An additional. charge Was 
else”, the Tribunal construed itém'2 “as meaning that the: ‘sup- . made for such individual phials, though not for the o 
plies of goods'or services must occur, to qualify for exemption, liquid; and it was contended for the appellant that the use. of . ' 
in. subordinate conjunction with the „provision of the education these. liquids 1 in hair treatment constituted a:sale of the products - 
referred to in item 1”. It followed that the supply must be at the - . to the customer. © . ' e 


» 
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hands of the bodies or persons "Who pr ovide that education. . i The Tribunal was TE, by counsel for HM Costos and ` 
Rev, R. R. Doom (Director and Trustee of ‘Truth for Youth’) v. _Excise to: Robinson v. Graves ( [1935] 1 KB 579) in which it was 
Per Customs and TATE eio ud reference. EDIN/73/7). Er" held that :a contract to paint a portrait was one for work and ' 
i: = ~- T3 "E NEUES  Jaboür; and not for the sale of goods." What was to. ;pass to: the :- 
E i i cae A RAE og customer in Robinson’s case in the form of materials — the paint || 
Books and. Binders’ 0c. 055. ^ on Cs amd canvas ~ was only ancillary. to- the exercise of skill and - 
d labour upon the. production of the portrait. Applying a.similar 


ANOTHER: case involving VAT habiles ‘on binders. for. part- reasoning, the Tribunal ruled that these hairdressing supplies 
works has been decided against the appellant taxpayer. .weré held: on April 1st for professional use, and not. for resale 
Binders offered as part-of.a foundation readers’ scheme for ~ apart from hair'styling and treatment. The use of a particular 
Come Alive-and Supercook were held liable to VAT at the © sharhpoo or elixir was not à contract:of sale, but the execution 
standard rate, the Tribunal holding that the weekly parts of. of a.customer’s instructions as an severe part of the hair- - 
these publications, whether or not all collected for use as a.~ dressingservice. ^ ^ 
reference "work;. were capable of an independent existence ' Huntwave Ltd (Esilda. Hair Fashion) o. Customs and Excise 
without ‘binders; and that the -binders, while: undoubtedly (rona reference CL 
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m resident abroad. In his case, the appellant society argued that . 


" Learnéd Society s. Subscriptions | et SB 
Taxable a Lia oP ee, a P 
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TE London VAT Tribunal ^ Was divided duy ‘on: a. 
claim: by. the Alpine .Garden Society.. for 'zéro-rating " of 
: members’ subscriptions, either’ wholly or in- TESpeet. ofa sub- 


- "stantial. apportioned part. . ^. ^ 
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' The appellant. society was “formed to further the knowledge 
E: alpine plants and tó encourage their cultivation, and pursued . 
“these objects. by publication of a quarterly bulletin and a year 
book, by operating a lending: library. of ‘books and slides, - by . 
holding shows and the like: These activities were all covered 
_ ‘by the membership subscription, and it was proved in evidence ` 
: that the bulletin, the year book and the.book library together. 
accounted for: some’ go per cent ofisubscription income: Other 
- activities, such as overseas tours and the distribution of seeds,” 
. Were: the subject of separate: charges, and appeared ón the. 
evidence-of the Society's published accounts to be substantially 
“self-financing. | 

.For the society, it was CET that the supply of books 
was an activity zero-rated ; and. that other activities such as the ` 
;slide library and admission to shows accounted for only a.small . 
- part of the subscription and should eithér^be ignored on the =. 
.rule of de minimis or else form the subject of apportionment. - 
^7 There was the added point that one-of two members in respect ` 
of. whose subscriptions the appeal was lodged was permanently ' 


^ any: supplies. of services, regardless of. their nature, would be. 


"Zero- rated by virtue of item 6, group 9;.of Schedule 4, F.A.'1972, 
"Tri the event, two of three. members of tlie Tribunal adopted 
«tlie. argument of HM Customs and Excise that the subscription 


| Ü iwas a consideration for the right to maké' use of the facilities. 


of membership and not for the supply of each or any of these- 
„facilities as;such;. and that the grant of membership. was reż 
- “warded a as'a supply. of services under section 5-(8) of the Finance 
Act 1972.:Similarly, the grant of membership. to-an .overseas. 
member was held.to-bé a supply of services used in thie’ UK, and: 


dt i not therefóre zero-rated under group 9 of the Schedule: > 
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„Dissenting from the..majority, the Chairman said. thàt ke - 


‘would have been prepared to allow zero-rating of an apportioned 
‘part’ of. the subscription income in relation;to the’ society’s 
" publications. and library; he thought that the Commissioners’ 
‘attempt, to. apply section 5 (8). to the case of a. payment for a - 
contractual right to a future supply was ‘fallacious. Learned . 
societies, in similar circumstances to the Alpine Garden Society ! \ 


:. Will no "doubt: noté with interest the. following passage from : ` 
i | thé Chairman’s dissenting judgment: . 


2h a 


a 


E 4 


I was also struck, by. the Commissioners' ready acceptance 
‘of the proposition. that if the Society were-to reduce its süb- 
^'scription from £2:50 to, say, 25p and were’ theri to sell the. 
. "quarterly bulletin for, say, sop and the year: book for 2 Sp, tax 
“would “only be chargeable , on the amount of the 25p sub- ` 
l `- ‘scription. ‘In. substance that would be no different from the”: 
^ present situation and, in my view, there is no reason to suppose ^ 
that Parliament. intended to tax su two sensa 
identical supplies.” p - - 


i cg c0 "Alpine Garden Society. 9. “Customs and Excise (Tribunal 
l reference LON 173 140)... 
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"Indirect Taxation ` 4 v 


Sm, — F'shall be very pléased indeed, to explain to your. corres- 
pondént, Mr Mallett (July 12th, issue) why it is logical and 


. equitable. to. ask ¿for a: contribution - .to central ‘government 


expenditure from people according to their ‘ability to pays. - 
IL ask him, first of all, to note, however, that I have not said 
‘to tax people’. The concept of a ‘national contribution’ is not a. 
tax at all — though it is not easy to explain this in a letter. 
1 agree that the individual must forgo consumption to release: 
some part of our limited resources to "be consumed:for our 


‘common good by the State, but the: method and the controls 


required to do this are. absolutely crucial. " 
There are two big disddvantiiges attaching to a 'cónsuritption 


, - 
Ta 


ax. ‘The first is ‘that being an indirect or concealed tax, it 


«distorts prices. .and therefore generates inflation. The sécond is 
_ that as-an-instrument'of economic policy it is very: ‘blunt indeed. 

- There are, true enough, big disadvantages attaching to direct 
` taxation, as Mr. Mallett.has. noted: It makes little.allowance for: 
‘the individual efforts in withholding: consumption by saving, 
takes no-account of capital and, of course, is no better as an. 
instrument of-ecónomic' policy : than. indirect taxation.. 

This. is the crux of the matter. as far as govetnmerit is, con-. 
ema. They. will confuse the technique of raisirig money with 
economic-objectives.-The purpose of a national contributionis 


‘to raise the money required for central government expendi- 
- ture on. current account. No more, no less: It is not one of the 


tools of éconornic management’, nor án ‘economic: -regulator” i 
Tf, in relation to the requirements of. central government, we 


“establish; a ‘national average’ by dividing the total requirements, 


say {£19,000 millions by the total: number of adults in the 


. population, say. 38 millions, then this. figure. of £500 ‘becomes 
the national average contribution. : 


¥ sm 


It will-be immediately. apparent- -that some of the 38 million. 
adults could afford, by withholding consumption, to-pay more 
than. the. NAC,- others . less, and in.some unfortunate cases 
nothing. In fact; they would have to be assisted by payments to 
them. How do we determine this inequality? Statistically it is 


' easy. enough. We simply: set a'scale.of values for different 
- aspects of the individual's monetary condition, plus or minus, 


- add them up and. read off the NAC iridicator.from a table. For 
example, an, NAC indicator of “say --xo would mean añ, NC 


.of ten times the NA, or £5,000, whilean indicator of —2, would 


mean a payment to the individual of twó times the NA, or Lx, 000. 

In physical termis, the individual wóuld be required. to com- 
plete a form which’ ‘would evaluate a wide range. of assets arid 
liabilities together with total income and expendituré. In other 
words, the; overall : 'ábility.to pay” of the individual would be 
established in as, precise and careful. a manner as possible. 
His. or her total circumstances would be evaluated: and: the: 


‘assessment’ to national contribution made accordingly. . 


As to the manner: of payment, of a national erin 
Serpe T could explain this in: another: letter. after Mr Mallet 
has’ reacted to the O of NE. . a DE 


Jem faithfully, ^ CE 


E Middlesex. ‘D. A. TRIGWELL.. 
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"Consolidated Balance Sheet 
- A Point of Difficulty? 


by DONALD RICH, F. C. A. 


- 


Teachers of accounting have not managed to agree on a common 
method for the preparation of a consolidated balance sheet. The 
differing techniques in use can cause confusion to students. in 
this article ! propose to deal with one point which often causes 
difficulty — the treatment of inter-company dividends. 


- 


IRSTLY, I should emphasize that 
this article is concerned only: with 
examination questions, when students , 
would normally be given the balance 
sheets of the separate companies. In a 


practical consolidation students would 


have the advantage of seeing the previous - 
year's consolidated balance sheet, and 
Eos of the consolidated profit and 
. loss account would then produce most of 
the figures for the consolidated balance 
sheet. 

There are two aspects of inter-com- 
pany dividends, those which are paid or 
payable for the year under review and 
those which have been paid out of pre- 
acquisition profits. I will deal with thése 
separately. 

Dividends for the current year 

Before commencing the consolidation 
procedure all dividends for the current 
.yeat, whether payable or receivable, 
should be recorded in the accounts of each 
company. Obviously all dividends al- 
ready paid must have been recorded, -but 
all proposed dividends should be treated 
similarly. The question should be read 
carefully to see to what extent entries 
have already been made, because if each 
company has made the appropriate 
entries there ts nothing to do. How- 


ever, this situation will not normally be: 


found. 
. There is no difference between prefer- 
-ence shares and ordinary shares when 
making these entries, but it may be 
discovered that preference dividends have 
already been paid and therefore no further 
action is necessa 
EXAMPLE: Helvellyn Lid owns 
20,000 ordinary shares and 3,000 8 per 
cent preference shares in Stybarrow Ltd, 
which has an issued capital (all in shares 
of £1) of 25,000 ordinary shares and 8,000 
8 per cent preference shares. The balance 
sheet of Stybarrow Ltd on March 31st, 
1973, includes proposed dividends of 
£4:390, made up of 8 per cent on the 


s 


preference shares and 15 per cent on the 
ordinary shares. The balance sheet of 
Helvellyn Ltd does not include dividends 
receivable from Stybarrow Ltd for the 
year. Ignore taxation. > 


Before commencing the consalidstion 


you should credit the profit and loss 
account of Helvellyn Ltd with the divi- 
dends receivable, £240 preference and 
£3,000 ordinary. The debit is to a debtor 
(or current account with Stybarrow Ltd) 
which is immediately cancelled against 
the proposed dividend of Stybarrow Ltd, 
leaving £1,150 to appear in the con- 
solidated balance: sheet (as a current 
liability) for proposed dividend to 
minority shareholders. 

You can check for yourself that this is 
the correct amount of dividend on the 
shares .of each class owned by the 
minority shareholders. 

Profits or losses of subsidiaries which 
relate to the period before the shares were 
acquired by the holding company must 


hot, to the extent that they are attribut-. 


able to those shares, be treated as revenue 
for any purpose of the holding company. 
An essential feature. of consolidation is, 





Donald Rich, who is a committee member ol 
the Southern Society of Chartered .Account- 
ants, is well-known as an accountancy tutor. 


< acquisition’ profits, 


when they were issued in 1969. 


- 


therefore, to capitalize the holding com- 
pany's proportion of the balance on the 


_subsidiary’s profit and loss account at the 


daté of acquisition; normally by transfer 
to an account called 'Adjustments on 
consolidation’ or Goodwill on con- 
solidation'. 

In practice, this transfer would be made 
when preparing the first consolidated 
balance sheet after acquisition. and 
nothing else would be done in future 
years unless more shares were acquired, 
but remember that in the examination. you 
are unlikely to have access to consolida- 
tion figures for earlier years. 

If subsequent to acquisition the sub- 
sidiary has paid a dividend from pre- 
the capitalization 
mentioned above is based on the profit 
remaining after such dividend was paid. 
This is true irrespective of. the method 
by which the holding company has 
treated the dividend receivable, and 


, merely emphasizes the basic truth that 


once the subsidiary has debited the 


, dividend to profit and loss account it is . 


no longer part of the retained profits. 
Normally a holding company capital- 


izes such a dividend receivable by writing 


down the investment in the subsidiary, 

because the amount represents a return of 

part of the price paid for the shares. 
However, if the holding company has 


(illegally) credited the amount to profit 


and loss account, the rectifying entry 
when preparing the consolidated balance 
sheet is to debit the holding’ company 
profit and loss account and credit adjust- 
ments on consolidation with the amount 
received. 


Tax treatment 
The taxation treatment of dividends 


received out of pre-acquisition profits is. 


rather complex and is unlikely to feature 
in an accounts question. Briefly, the 
amount received is treated as a part 
disposal of the.shares. 

EXAMPLE: Assume that in the pre- 
vious example Helvellyn Ltd bought the 
ordinary shares in Stybarrow Ltd from 
existing members on March 41st, 1966, 
but subscribed for the preference shares | 
On 
March 31st, 1966, Stybarrow Ltd had a 
credit balance of £13,000 on profit and 


- loss account before taking into considera- 
tion a proposed dividend of 12 per cent, 
. which was subsequently paid. Ignore 


faxation. 

In preparing the consolidated balance 
sheet on March 31st, 1973, the Eno ES 
figures would be relevant: 

The capitalization of B batow Ltd 


'pre-acquisition profits would be 80 per 
. cent A £10,000 (£13,000 less £3:000) = 


£8,00 
If ada Ltd has not capitalized the 


+ - 
E 
S At ze e m 
2 ds ^ * - 
7 , . " 
39, 4 Bn "s 3 " ye zd 
‘ EVI - 


- " š ? y 
Yt vut orit Po D. " "bs 
UEM" AI š x ~ 4, - : 7 " 
HO c m uS et a 
> RD Wi D va ar O E t t! a JE z 
E 7 »" CS i. A s " My 
: - ~ - . 


1 
mba 


Pa - 
"v + 


» * 
t A E E m NAUES eee 


den received? the os uo 


=, ` debits £2,400 (the: amount received) to`- 


"its profit and.loss account and credits this 
to eric on consolidation. ' uec m 
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À OXFORD. AND READING. 
STUDENTS" COURSE : 
Over 20. members: of Oxford CASS. and 


» particular relevance to the Part r exami- - 
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utt molao doi i iehding." 


fecture was company - accounts -With 


nation, and. the morning session dealt - 
“with the requiréments of the Companies. ' 


Acts 1948 and 1967, together with some of: 


"the relevant | exposure drafts. of ‘the’, 


. Reading CASS recently - attehded two.. 


-days - of lectures ‘given by . Mr. Paul. eS 


Turpin; A.c.A;;of the London School of. 


." Accountancy. The first day's course dealt 


, E a with partnership for Intermediatestudents” . 
and covered this most important -topic : 


dn- all its Aspe p) a = 


ae 


Accounting. Standards Steering. Com- 
mittee.  '. . $ 

The e EE, saw vie imet amiltnde s 
session of:the two days with, students - 


tackling, practical. problems ori SSAP x’. 
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"SHEFFIELD: S JOINT TUITION * 
COMMITTEE ` 


-At a recent meeting of the EE com- 
mittee which is responsible ‘for .the: 
- organization and control of all educational ; 
functions of tlie. students! society, Mr: 
_-Peter J. Flint; a.€. A., thé secretary, retired - 
-after having served in this capacity for”, 
. three years. A: vote of -thanks for. the 
“efficient and industrious way in which he - 
had performed. his duties was-passed.. 

His successor is Mr Noble M. Hanlon, 
A:c.a!, and: all -future. correspondence. ` 


Associated Companies and ED8 Account- - . should besent to him, c/o the Sheffield and ` 


ing. for Me in the Purchasing 


Power of Mony 


District Society `of. Chartered Account- 
ants, 22 Zo bu Sheffield Sr m 


ACASS Reply to Solomons Inquiry ` uu. 


UM e are s devoted to the raising of standards in our profession, for this will FE DIE | 5 E 
> "enhance the status of oür profession, and thus the status of our members. AN C. c iM 
E rin ¡these proposals, wé 'seek to improve the education afforded to students: Dau y Cu ur OS | 


Pon 
+ - 


i as CASS recently released Hie ex of its. 


EC 
a 


~~ 
, 


responsibilities, de «status: or our pio- 


E reply.to the Sólomons inquiry" on  fession must inevitably decline... 
SER doe fur education. for .the profession. We. 


.repróduce. below , some ‘of’ Professor -` 
- Solomons” quéstions; and thé sübstahce ; 
at Of the ACASS. RUE | v H^ 
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What nadas de you see taking a future; its future role in society can be. 
expanded, limited or diminished largely - : 


wre in the. accountancy: profession or “in 
~ the rest of society at the present time. 


educational needs: of the: "profession ? 


The examination - “curriculum is the 
' Tüstitute' s means of determining its own. 


with. this tool. Pre- qualification educàá- ` 


"- which have particular significance for”. tional topics’ should. inchide industrial 


«the future of the profession? ‘Do (any -. 


+ of these. changes imply a change i in the 
. role- or: status ` of.” The Institute of: 


relations, ' cürrent devélopments | in re- 


lated fields,: behavioural sciences, greater- * 
“emphasis ‘on - economic and: taxation. 


Chartered Accountants in o and theory, and. should. move towards: a 


“Wales : p l = st 


BI. general. incréase in ail concern - 
ie X over the rólef business in society forces. - 


“us tò thé view that the profession must be : 


more oütward and forward-looking than , 
-.has hitherto been the case. In essence; the `. 
Institute of Chartered Accountants should - 
' fill a more dynamic role; indéed süch a 
. role must be filled if the eminence of the: 
"accountancy, Profession, Às, to: ad .re- 
-* generated: < ] x 
" SEEC membership .rdises new ‘chal 
.lenges which: every. profession has to face; 
.; and there are any number of .current 
l : problems which affect our profession, .. 
. albeit, indiréctly.. Future policy-must také, 
“the: problems of a high rate of inflation, a 
:4àxation system’ of ‘lunatic complexity, ` 

i and. industrial unrest fully into account. 
£s "E The accountancy profession should be 
dustrial relations; fiscal policy,- and the 
“place - -of: business. within society. | We. 
o believe: that- if- the^next generation; of. 
om - accountants is: as, myopic as many of the 
présent in: ts view. of accountants’ 


s i 
P : + 
x: * DES x " . - 


.« * vitally: conéerned with economics, ‘in- | 


comprehensive and inspired curriculum. 
The emphasis “in plans for post-- 
- qualification- education, appears to. be: on 


greater specialization: While we recog-- . 
nizé the need for expertise .in. specific. 


areas, our view is that' post-qualifying ` 
education ` can also “contribute” in the 
realm of pure research, and it can. 


ensure that’ ‘members’ knowledge i is kept” 


dn rs 
Pu 4 


fully up.t to. i d be m^ di 


Y 


Are you "satisfied with tha nuptam 
level -of "general education’ to be: 
. required of. candidates for admission : 


to’ the Instítute in future ? . 


The social costs associated with'a high 


,-Student' wastage. -rate are intolerable. 


'We have also to adopt’ standards which. 
society: can - appreciate. Therefore, we. 


regard it as justifiable that entrants to the - 
profession ‘should “be expected to have - 
. reached : A-level standard. "We welcome 


the influx of more graduates as, contribu=. 


mm. 


.tory,to an increase. in the calibre and 


` status of accountants. ' 


We should welcome some more effective 


ue dom 
` 


ae process prior to’ E “to > the: 


` profession and “we- should like.:to. see. 


E a -consideration piven. to the use of. apti- 
Do any of these changes Sse. fhe ; Por 


gr 


tude tests. M E c i 


What do vol think. is ‘thé best way HU 
relate. education and training. to. BO 
other? ' vq F 


Most theoretical instruction - ‘should 
precede practical training; this makes the 


~subsequent practical training more bene- 


ficial to employee'and employer. Further- - 


more, it is. important that as;miuch.as- 


possible of the ‘common body of. knowl~ 


edge’ should be absorbed at thé initial 
“stage. | $ 
"Periods of full- time: ‘tuition “should: be: 
-essentially oral.. Progressive. ‘techniques 
of; tuition, for instance, videotapes . and 
teaching machines; '-case “studies, “com- 
petitive business:gamies and other. simula- 
tion:* methods. ‘should be employed. 
_Correspondence ‘tuition should ‘take its' 
rightful role; that is, to maintain interest 
; in academic subjects during. periods” of 
. full-time- practical training, arid: when | 
‘work in other centres makes attendance at 
MA classes, re: i 


[4 P 


v - . 


Should p especie doned ‘account: 


ants. continue. to be free to choose how ; 


and where they get their professional - 
education? Should the Instituté. direct: 
" candidates to accredited institutions: Or. 
tutors, 'or should it. provide instruction 
“itself "A 
It is vital that all studens have the right. 
to. select where. and how their tuition is to . 
be: obtained ;".an. accreditation, . policy, 
- should be instituted, sirice few ‘students 


can judge: the quality. of tuition’-before " 


` 
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E f 2.4 


ees / eo = E NEXT 
July 19th, 1973 (77. $ 


io experiencing it. .ACASS. de 

clared policy ['Roundabout', April 5th] * 

¡is to” press for an independent advisory 
_ Service with or without “any official 
. ‘accreditation policy. 


. tion by undertaking to meet educational — 
costs. with’ named tutors. While this 
system has several advantages, it me 
rob the clerks of choice. 

Students are, not. unreasonably, . con- 
cerned with passing the professional 
examinations and the Instituté should take 
steps.to ensure that public sector courses 

, are at least as effective in this capacity 
as those courses organized i in the private. 
sector. _ » 


E 
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- Are- present mahad: of. monitoring 
the- quality of training under articles ' 
. satisfactory ? Can they be improved? 
- ` Present methods of monitoring the 
quality of experience under training, far, 
from being 'satisfactory', are practically 
- non-existent. We believe that members of 
"V the Institute must: delegate’ to it . the 
regulatory responsibility of monitoring 
the experience gained by each student, | 
possibly by: 


ing record by each student; 


(b) introduction of minimum >` overall’ 
standards by ‘which to judge or- 
` ganizations as able to.train students; 


(c) supervision .of various concerns’ as 
competent ‘to. provide students with - 
only some, albeit valuable, Parts of - 
" "their training ; or 


(d) a. compulsory period of f training in 
| industry. e 





N 


In the long run, can a single curriculum 

serve accountants. in practice, in 
industry and commerce, andi in go vern- 
ment? 


. Professional activity should vary, both 
vertically and horizontally; to meet the' 
. needs of industry, commerce; govern- * 
ment and general society for the. tradi- 
tional. services: .of auditing, consultancy, 
accountancy and taxation advice. None 
the less, the ability to supply these diverse 
-. services stems: from a basic: and general | 
expertise. : The accumulation of. this 
expertise is best BEEN by a single 
' curriculum. - 

=, If no restrictions are placed ' on. an 
-aécountant’s ability to work in whatever 
. area he chooses, «then the testing of: 
specialist ‘knowledge: must rightly take 

place after quc mr ' 


--. Do hersred cul iS ‘do well" in 
industry: because - of or in spite of the 
, Way: they are trained i ? 


` Tt is our basic contention that trainees 


who choose to-be engaged in a certain . 
field non odas the. Dinge part. of ‘with Mr TOP was devoted | to special- 


y 


n ' 
kS 





Many firms practise de facto EUR 


(a) compulsory maintenance of a train- l 
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| their ae in that field, but that a 


corimon: base must be- shared by all 


entrants: to the profession. The later, 
success- of chartered accountants de- 


pends ‘upon the combined quality of their 
experience, education and training. 
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qualification for a "second tier’ ?.. 


We regard the training period of three ` 


or four years as insufficient and believe 
that this may lead, to'a decline in pro- 
fessional competence: If we are tó reach 
and maintain the stature worthy of our 
aspirations, the training and education 
of what we consider a chartered ac- 


- countant should be. should: not occupy 
‘less than | a eaa pertod. 
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Role of the American Institute o E 


. accountancy profession." 


There is a; distinct need for a senna | 
tier, but channels “of improvement. to 
‘full’ status must. be clearly ‘delineated, 


‘so that a second tier choice is not ir- 


reversible. 

:The Institute. of Legal Pia is E 
primie-example, of a flourishing second 
tier in a profession, and success in its 
examinations qualifies for certain exemp- 
tions in the Bar and’ Law Society examin- 
ations, Wé believe that this organization 
could well serve as a model for the x 


\ 


Baring their United: States, e changd visit to Hartford University i 
earlier this year, Peter Pennington Legh, then President of ACASS, : 


‘and Richard Vinson, B.A., then Chairman of CASSL, included in- 
their studies of US accounting- systems and training,'a visit to the 


American Institute of Certified Public Accountants. . 

Peter Pénnington Legh hás sent 'Roundabout' this report of an - 

interview he and Richard Vinson-had with Mr Guy Winston Trump, 2 
a staff Vice- President of the Institute. 


s 4 


HE American Institute, e to 
Mr Trump, has a regulatory role but 
does not see. this. as- purely arbitrary. 


. It attempts to- influence change, but its 


powers: are lárgely circumscribed by the 


. federal structure. On this point we dis- . 


cussed reciprocity of certificates between: 


. states. “A national ‘Institute seemed. to 


be far away; the first step would be 
mutuality of educational standards and 


minimum. requirements. Mr Trump con- 


ceded the point that perhaps the English 


profession would haye complete graduate. 


entry before the US. 
-On the recruitment and public relations 


. r 
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` ization and its consequent effect upon the : 
, profession and the universities. The fol-_ 
lowing paragraphs summarize the salient 


points on specialization brought up in the 


: interview. 


side we inspected z lot of the literature : 


and. commented: upon the radio. and 
television. broadcasts by state societies 
giving advice on the completion of tax 
returns. The image of the CPA apparently 


is not good outside industry "and com-: 


merce, but it could be seen to be improv- 
ing— partly by its willingness to go out to 
the publie and the business Epi 


. Specialization fos 


The American Institute manages to 
attract the top professional inen. from 
«throughout the US on to its committees. 


- It was evident * that state societies -also 


had a high. level of technical and mana- 
geria competence arising .out of the 
ability to ‚encourage involvement, al- 


‘though the preoccupations of the AICPA 
about apathy and' participation were very. 


similar to those experienced i in the UK. 
A major. ‘proportion of.the discussion 


x t 
m. 


meum 
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* Mr Trump recognized that ‘specialize 


dion. existed de facto and it,was just a 


matter of determining the extent to which 


` the AICPA should formally recognize the : 


differentiation between the 'speciality 
areas. He stated that the CPA’ designation 


implied that ‘a-member with those letters 


was proficient to practise in any part of 
the discipline-of accountancy”. 
It was mentioned that during a seminar 


of graduate students. held at Hartford 


University, the AICPA was „heavily 
criticized for not responding to the ` 
development of specialization within the 


-orbit of a CPA's work; the need now.was 


for the American Institute to take the 
initiative and. react to this development: 
“Although Mr Trump felt that perhaps ~. 
comparison with the legal profession was : 
more accurate, he drew an analogy with `. 
the medical profession when illustrating 


- the possible problems involved in speciali- 
zation. The methods involved in obtain- 


~ 
ad 


"study, taking up a residency and going `> 


ing the MD qualification — including the 
training,. internship. and, licensing “by 
state Boards — were not dissimilar to those 
prevailing in the accountancy. profession: 
However, those who went on to specialist 


before 'speciality boards”, were prevented 


from practising' in any other D RUD B 


including generál practice! 
5 * Development, growth, diversification. E 
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and acquisitions by daon were: major 
." factors in the movement towards speciali: ` 
Zation. Just as changes in social needs may”. 
. “have contributed to the growth of speciali- E 

" ties and group medical practices in the 


US, UK and other parts of the world, 
social, -£inancial.or industrial pressures 


. may lead- to specialization in public 
,. accountancy. It is likely that the extension 
e PAR R services offered will accelerate.. 


2 Student internship - 
l Recommendation 7 of the Report of the: 
. Committee-on Education and Experience . 
-  Requiremierits for CPAs-(Beamer report) .. 
. . States that ‘student internships are desir- ' 

able: and are encouraged as part of the 

-, educational programme’. 


did. not recommend that such internships 


Z. should. be made mandatory and: -Mr - 
: Trump was questioned at length. by us. 
"E on this subject. 4 
"S It was. suggested that. the Beamer | 
` report: would automatically - -ündermitie -- 
-its own recommendation that internship ` 
-. programmes -should be encouraged be-.- 
~ cause of recommendation 3 which argues 
* that no qualifying experience should be 
'required- if a student had achieved: five - 
-years of college study. 
" thought that this might. be the case, but. 
. . went on to say that because of the prac- - 
Ss 7: tical difficulties and the need to gain state. 
:* adoption, “mandatory programmes - were - 
.. * not «considered desirable (or indeed: 
possible for the time being). There were,: 
' he estimated, 20,000- graduate students 
n per year, and control. over internship: 
” programmes: for. all students at state. or 
..nátional level would present maor diff- 

; culties. MN " 
+ -:. There was' universal P af the |“ 
: Ln of internship. Not only were the .. 
‘ “universities and the Institute in favour of - 
“such programmes, but firms large and 
.. small approved of them.’ Students at 
` _ university and staff members.agreed with- 
-thè -concept and' saw internship. as.the . 


r 


-most workable bridge between DE two 
extreines of education. 


“SHEFFIELD BEAT LIVERPOOL. 
“IN “MINI- SPORTS FIESTA’ - 


| NIRE of the Sheffield CASS travelled . 

> recently to Liverpool to compete against 
.- their. fellow. students in a “mini-sports- 
«7. ‘fiesta’. in which tennis, squash and golf ' 


matches were: played. Sheffield won 


 at.golf and tennis, Liverpool at squash, | 
and in the cricket match - there ^ was. 


an ‘honourable draw”. The eyent. would 


; Scott, Liverpool’s sports secretary. 
+. At cricket, Shefheld. batted fist:and'. 
struggled along’ for the first few. overs, 
-' Josing several quick wickets in the process. 


A A 


3 


Thé -report ~ 


Mr Trump: 


"Financial Training.- Co Ltd, 
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beforé Beeson was ‘unfortunately run out. 


' Korklin reached his 50 soon after’ and . 
.. was immediately - ‘bowled’ by a Dodd - 


yorker. THe remaining tail-énders swung 


_the bat in.the hope of cheap runs, but - 
` each in turn fell to the impressive Dodd. 
Eventually; Sheffield were all out for 141. 


‘Liverpool, opened their innings "in. 
‘confident style, and it appeared that. the ^ 


ES Sheffield total would soon be overhauled. ` 
However, 


a^ fantastic short - spell of . 
bowling, by: Moore’ and Watt-Smith: ' 
wiped out. the :middle-order batsmen _, 
without “much addition to.the score. A. 


spirited knock by : Webster . brought | 


Livérpool close to the Sheffield total, and : 
they. eventually reached 139 with a ‘6’ 
from the penultimate ball of the last over. 


_ The final ball of the game was played to.a 
- tight defensive field which allowed only a’ < 


single, leaving Liverpool « one short: | 


¿GRADUATE CONVERSION | 
| | COURSES: 


- 


E Various schemes. for graduate conversion 
courses leading to, exernption. from the :- 
“Foundation Examination of The Institute 


a to an cl ‘50 ai 
| partnership between Korklin and Beeson, 
.the total reached. reasonable “figures” 


of Chartered Accountants in England and... 


Wales have been Submitted to the Institute 


for approval.by tutorial and - “teaching 
. establishments; | 


- Representatives from these. establish- 
ments attended a meeting’ at Chartered 


‘Accountants’ Hall on Monday, to dis- 
- Cuss the arrangements and to, seek com- : 
món grounds . 


Accoúntancy Tuition’ Centre, 28 Oxford n 


US Street, London Wr, with J. D. Hewitson 
& Co, Belmont ‘Hall College, Great 
Budworth, Near Northwich, Cheshire. 


Chart Tutors Ltd. (London and Midland), = 


' 82 New. Street, Birmingham B2 4BA.-. 


| City. -of Birmingham Polytechnic, Aston. `- 


Street, Gosta Green, Birmingham 4. 


E Sm, 
> -Rouridabout” .of. June 28th, in which: he 


nell 


City of Lóndon Polytechnic, 84 Moorgate "m 


London EC2M 6SQ.- 


St “Thomas. Apostle, "London .ECaV 
DABEIL. -7 


“Hi roulis Lynd: & Co Xad us Chiswell 
London- ECiY- 4UR, with - 
- Andersons, ‘Caer Rhun Hall; Conway, 


Street, . 


North Wales. 
Liverpool Polytechnic, "Tithebatn Street, 
Liverpool L2 2ER. 
London School of. Accountancy, 2 
. -Old Bailey, London EC4. 
Notification. has .been- 


23-24 


received: of 


applications. to. be made for further. 
.Courses in the session 1974-75: 
- not have been the success it was without - 
' the excellent hospitality afforded ‘to the ` 

White Rose contingent, especially by Chris” 


. Graduates are ' advised - in: the Bst 


instance’ to” make inquiries from. théir. 


1-3 Gréat' 


dents’. 
“democracy ` (resolution ' 3 


' (resolution 5), 
“salary campaign (resolution 6 and èn- 
.' dorsed. already by ACASS),. and asking 


prospective principal as to any. arrange- d 


‘ments made between. ‘the - firm and a 


particular institution. Otherwise they.may 


make'a direct approach. to an institution Ds 


of their choice. 77... - 


"e, - 


A ER ON E S E 
eT. Mee Poy le 
e : MR REN qu 190, 197 


TAX ASSESMENT. OF 
i . HUSBAND AND WIFE 


Ta the aboye article ('Réondabóut" P. 
“July sth), dealing with election: benefits, 
"thé Inland Revenue inform us that the 
"deadline to make an election. for 1972-73 
is October '5th, 1973, and: not. October 
od 1973» $ as stated in the article: l 


RESIDENTIAL SCHOLARSHIP. 


‘Over’ the. last two. “years, or so, Mervyn 
Hughes 8: Co (a subsidiary. of the 
Mervyn-Hughes Group), lias sponsored ; a 
- London. student on. a residéntial course 
“for The Institute of Chartered Account-, 
' ants in England and Walés "November 
‘Part II exams, The- award is now being 
extended. to all student societies, a 

"The scholarship, which will entitle- the 
‘winner to-attend the Worthington. Duffil 


- residential course to be held.at Evesham, 
- Worcestershire, 
` "and ‘November 23rd; will be awarded to a. 


between . “October Ist 


student from a small- o Or medium-sized 
“firm which is unable to provide training 


. .facilitiés comparable with. those of the 


larger firms. The closing date, for  applica-. 


* tions is August 18th. 


' Those who are interested are invited tô 
«write to, Mr R” J: Welsh, Director, 
“Mervyn: ‘Hughes: Group, at 59 St Mary 
Axe, London. ECzA. 8AR.. Applicants 


x should currently be working for a firm 
* that does not contribute to their course 


fees, should have. a. good. examination. 


ES record. and be British’ citizens. 


LETTER TO ROUNDABOUT 


"Liverpool shoulà follow’ CASSL 
—.I refer to Chris: ‘Allan’ S letter in 


describes the’ attitudes of' CASSL's me,- 
‘bers at their annual general meeting ‘as 
:severely damaging to all students: societies 
‘and to ACASS. ' 

Mr. Allan Says we cina -afford to 
appear, as “militant banner.-waving. stu- 
I. fail’ to:see how appéaling for 
asking - for 
representation at the relevant committees: 
“at the” Institute (resolution 4), ‘obtaining 
support at an arinual. génerál meeting for 
new rules based on' democratic principles 
‘endorsing a: minimum 


“for' paid study leave, can be described: as 
' militant. Mr Allan. may .wish to know 
that’ CASSL is a students’ society and, 
therefore, attempts to: further: students! 
interests. ' 


cud "would venture to suggest ` that ‘ths 


majority : of . «Liverpool members ‘would 
‘support our case. and, therefore, I would: 
urge these members to press their society to. 
campaign for what we are campaigning. for. 
=" Yours faithfully, uA 
"n "DUSHYANT PATEL, - 
„Committee Member, „London CASS.. 
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PROFESSIONAL NOTICES 


Coopers & LYBRAND announce that 
they have admitted into partnership Mr 
CHRISTOPHER JAN GERALD WANLISS 
ORLEBAR and Mr JoHN ARTHUR DAKIN 
PURNELL in Paris and Mr RAyMOND 
EECKHOUT in Antwerp. 

COOPERS & LYBRAND announce that 
Mr Joun Hopcson UsHER and Mr 
STEPHEN MAN CHEUNG have been ad- 
mitted into partnership in Hong Kong. 


APPOINTMENTS 


Mr David G. Bates, F.c.A., has been 
appointed director of finance and ad- 
ministration of Fairchild Semiconductor, 
the UK subsidiary of Fairchild Camera 
and Instrument Corporation. 

Mr Christopher R. Brooks, A.C.A., has 
become group chief accountant of the 
Stern Osmat Group. 





Mr H. Burnett 


Mr C. R. Brooks 


Mr Hugh Burnett, a.c.a., has been 
appointed general manager of Gross 
Electronic Calculators, a subsidiary of 
Gross Cash Registers. 


FOR C.A. 
EXAM 
PASSES 








D ON TELE 





of postal tuition experience 
principal Accountancy exams, 
Appreciation, Costing, G.C.E., Law, 


” 


^A ACCOUNTANT 


Mr A. F. Dalloway, A.C.M.A., has been 


appointed secretary and chief accountant 
of Wellman Gas Engineering. 


y A 


Mr A. F. Dalloway 





Mr D. Jones 


Mr Derek Jones, A.C.A., has been made 
a director of Walter Williams & Co 
(London), part of the ‘Twining group of 
companies. He will be responsible for the 
company's finances. 





Mr W. Taylor 


Mr WALTER TAYLOR, F.C.A., has been 
appointed to the new post of financial 
controller of Edbro (Holdings). For the 
past eight years Mr Taylor has been 
financial director of Henry Crossley 
(Packings). He is the immediate past- 
chairman of the Bolton Society of Char- 
tered Accountants. 

Mr Alec Sandison, A.C.C.A., has been 
appointed accountant of Wings, travel 
agents and tour operators. 

Mr John Patrick McLaren, C.A., has 
been appointed financial controller of the 
Robb Caledon Shipbuilders group, in 
addition to his duties as secretary. 

Mr Robert Campbell Murray, C.A. 
and Mr Paul Rayner Rawson, F.C.A., 
have been appointed to the international 
board of PA Management Consultants. 

Mr P. F. M. Shewell, M.A., F.C.A., a 
a partner in Coopers and Lybrand, has 
been appointed by the Secretary of 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. 
and over 220,000 passes, it assures 
and also in Banking, 
Local Govt, Marketing, Secre 
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State for the Environment as an in- 
dependent member of the Maplin Pro- 
gress Review Committee. 


Mr A. L. Wilson, F.I.M.T.A., F.R.V.A., 
D.P.A.(LOND.), M.B.I.M., has been ap- 
pointed chief executive officer of Stock- 
port Metropolitan District Council. He 
is succeeded as director of finance by 
Mr T. R. Simpson, A.I.M.T.A. 

Mr Kenneth Winckles, M.B.E., F.C.A., 
finance and administration director, Hill 
Samuel Group, has joined the finance 
committee of the British Institute of 
Management and becomes a co-opted 
member of its Council. 


SALE OF GOODS 
Implied Terms 


Rights of suppliers to exclude the implied 
terms of the Sale of Goods Act 1893 — 
often in the form of so-called ‘phoney 
guarantees’ — have been drastically 
curtailed by the Supply of Goods 
(Implied Terms) Act 1973, which came 
into force on May 18th. 

Copies of a D'TI leaflet outlining the 
main changes introduced by the Act are 
being distributed free of charge through 
citizens! advice bureaux, Weights and 
Measures offices and consumer organi- 
zations, and also from the DTI’s In- 
formation Division at Gaywood House, 
Great Peter Street, London SW1 (01-222 
7231, ext. 22/44). Copies of the Act 
itself are available from HMSO or 
through government booksellers, price 


13p (by post, 153p). 


ICMA SUMMER SCHOOL 


Members of The Institute of Cost and 
Management Accountants will hold their 
annual summer school at St Catharine's 
College, Cambridge, from September 
roth to 15th. This will be the 24th event 
of its kind and, as the year 1973 also 
marks the sooth anniversary of the 
founding of the College, a suitable piece 
of silver is to be presented by the In- 
stitute to commemorate the occasion. 
The theme of the school, which is 
open to non-members as well as to 
members and advanced students of the 
ICMA, will be 'Solving tomorrow's 
accounting problems'. Applications, ac- 
companied by the fee of £66 (inclusive 
of accommodation and meals in College 


Backed by 43 years 
in all the 


your Success 
Computer 


Book-keeping, Civil Service, 
ip, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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from Monday evening to Saturday 
morning, and VAT) should be addressed 
to the secretary of the Institute's Post- 
qualifying Education Committee, 63 
Portland Place, London WIN 4AB (o1- 


580 6542). 


EAST ANGLIAN CHARTERED 
ACCOUNTANTS' PRESIDENT 


At the annual general meeting of the East 
Anglian Society of Chartered Account- 
ants, Mr Ronald A. Cook, F.c.a., of 
Cambridge, was elected President for 
1973—74- 


Mr Cook, who is in practice as a part- 





ner in Messrs Peters, Elworthy and 
Moore, of Cambridge, was articled in the 
City of London and moved to Cambridge 
in 1953. He is married and has three 
children. 

Mr G. J. C. Lockhart, F.C.A., a partner 
in Messrs Bland, Fielden & Co, of Col- 
chester, was elected Vice-President, and 
Mr J. J. A. Mobbs, a.c.a., of Bank 
Chambers, Norwich Street, Dereham, 
was re-elected hon. secretary and 
treasurer. 
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In Parliament 


Directors’ Expenses and Benefits 
Mr JOHN CRONIN asked the Secretary of 
State for Trade and Industry to introduce 
legislation to make it necessary for public 
companies to indicate in their annual 
reports which individuals receive from 
them either more than {£10,000 per 
annum or benefits of value in excess of 
£10,000 per annum; and how much is 
paid for these purposes for each person 
concerned. 

Sir GEOFFREY Howe: I am at present 
reviewing the disclosure requirements of 
the Companies Acts. 

Mr RoBERT MCCRINDLE asked the 
Secretary of State for Trade and Industry 
whether, in his forthcoming legislation on 
the reform of company law, he will 
consider taking powers to publish a code 
of practice in relation to directors’ 
expenses and benefits. 

Mr PETER. WALKER: I am considering 
questions of directors’ responsibilities in 
my review of company law. 

Written answers, June 18th, 1973. 
From our Parliamentary correspondent. 


Small Firms: Data Collection 


Mr Davip MITCHELL asked the Secretary 
of State for Trade and Industry what 
steps he is taking to implement the Bolton 
recommendation to minimize form filling 
and returns to government departments 
in view of the concern felt by small 
businessmen. 

THE UNDER-SECRETARY OF STATE FOR 
TRADE AND INDUSTRY (Mr ANTHONY 
GRANT): After widespread consultation, 
the Government have tabled a new clause 
for this year's Finance Bill which would 
exempt very many small firms from future 
statistical inquiries by allowing the 
Business Statistics. Office to use data 
collected in the administration of value 
added tax. This is an important result 
of our continuous review of the form- 
filling burdens on small businesses. 

Mr MITCHELL: Is my hon. friend aware 
that those of us who have been campaign- 
ing about the problems which face small 
businesses will welcome very much what 
he has said? Will he say how many firms 
will benefit from what he has just 
announced? Further, will he continue his 
efforts to protect small businesses from 


‘FULLER PEISER ¿co 4 


CHARTERED SURVEYORS 


unnecessary returns and form filling to 
other government departments? 

Mr GRANT: I am grateful to my hon. 
friend for his first observation. I know 
the particular interest which he takes in 
these matters. I can give him the assur- 
ance that I shall continue with the work 
to which he referred. Many thousands of 
firms will benefit. If this information had 
been available to the BSO before the issue 
of the questionnaire for the 1971 census of 
distribution, about 100,000 small retailers 
would havebeen exempted fromthe census. 

Hansard, July 2nd, 1973. Oral answers, 
col. 17. 


Value Added Tax 


Mr BRYANT GODMAN IRVINE asked the 
Chancellor of the Exchequer what period 
normally elapses between the filing of a 
claim by a registered farmer for the 
repayment of value added tax and its 
receipt. 

Mr HicGINs: The period that elapses 
between the receipt of a satisfactory 
claim from a registered farmer for repay- 
ment of VAT and its payment is normally 
about a fortnight. 

Mr Davip STEEL asked the Chancellor 
of the Exchequer whether he will con- 
sider zero-rating value added tax on 
hearing aids, their spare parts and all 
related maintenance charges. 

Mr HiGGINS: No. The supply of ser- 
vices and, in connection with it, the 
supply of goods, is exempt from VAT if 
made by a person on the register of dis- 
pensers of hearing aids or the register of 
persons employing such dispensers main- 
tained under section 2 of the Hearing Aid 
Council Act 1968. 

Hansard, July 2nd. Written answers, 
col. 24. 


Travel to Work Expenses 


Mr Luce asked the Chancellor of the 
Exchequer what would be the estimated 
loss of revenue from granting a tax-free 
allowance for those travelling from home 
to their work. 

Mr Nott: No reliable estimate is 
possible, but the cost would be very sub- 
stantial, and the administrative problems 
would be formidable. 

Hansard, July 2nd. Written answers, 
col. 25. 
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From September, 1973, Foulks Lynch are introducing a new programme of 
integrated courses to meet the new policy of the Institute of Chartered Accoun- 
tants in England and Wales. These new courses are designed to give students 
the highest possible standards of tuition and in doing so, to substantially in- 
crease students' chances of success in each stage of the Institute's examinations. 
These courses will run concurrently with existing courses and are open for group 
or individual enrolment. | | 


Foundation and Professional Examinations 


Block-release and Pre-exam courses, Tutorials and Linked private study will be tailored -o the 
Institute's examinations and the needs of individuals. Also similar courses for special examination 
exempting Graduates from Institute's Foundation examination. 


Linked Courses with Colleges 


To enable students in widely scattered paris of the country to benefit from oral tuition linked 
with their private studies, Foulks Lynch work jointly with Polytechnics and Colleges of Further 
Education countrywide to ensure a programme of co-ordinated study is further enhance 
students' chances of success. 


Classes 


Pre-study two weeks course beginning Ist October for students starting their Part | studies. 
Pre-study two weeks course beginning 10th September for students starting their Part Il studies. 
Intensive 8 weeks courses for Final Part | and Final Part !l examinations start Monday Ist October. 
One week course (week commencing 24th September) Accounts Ill paper in Final Part Il exam- 
ination for those who find particular difficulty in this paper. 

One week course (week beginning 5th November] on General Paper i in Final Part | examination 
for those who find difficulty here. 





| For full prospectus and details of all Foulks Lynch classes and courses please apply to the 
Enrolment Officer, E.S. Moore Esq., quoting this reference, TA2.. - 


wA Foulks Lynch à 


ý the accountancy tutors 









j H Foulks Lynch & Co Ltd 
” 4 Chiswell Street, London EC1Y 4UR 
Telephone 01-606 0255 
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Tax returns Form VAT 100 for registered 
. traders who are in “Group 1" (tax period ended 30 
June) must be sent to Customs and Excise by 31 July. 
^ - . Many registered traders will no doubt seek the 007. ] 
help of their accountants in completngtheirreturns... = 8 | | 

VAT unlike income and corporation ? taxes, has | 
to be accounted for quarterly,orinsóme cases - LIE q 

- monthly, andit is vital in everyone 's interest that 
delays should not build up- . . 

Failing punctual submission ofreturnsand - 
payment of tax due, Customs & Excise will, after one 
reminder, make estimated assessments of tax. This 
means extra work for everyone. 

. . Youcan help both your clients and yourself to MEX | 
avoid this unnecessary work by making sure that ""-—- | | 
da observe the time limits set out below. "ow * i 









Timetable for akaksi of returns 
VAT 100 Form and 
Remittance due 
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INVESTOR POLICY 


Since its launch in 1966 the value of units in 
the Investor Policy Fund has more than doubled. 

So if you have clients who want an attractive 
investment with a guarantee against loss, let's 
make sweet music together. 

For further details contact our nearest branch 
or write to our head office, 9 St Andrew Square, 
Edinburgh EH2 2YD. Telephone: 031-225 A291. 
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mé di a Thk iniiotity ae by Mr. ject putet 


witnessed the publication of the-proposals for.a tax-credit, - and. Mr Robert Sheldon contends.that it 1s basically unfair 
to have a flat. rate of 3o per cènt over a range of incomes, E 
. andà produced by interested parties, and over two thousand from £1,115 to £6; 115 for a married coúple with two./. 


system (Cmiid 5116), the-contents of voluminous memor-. 


question and answer. passages. in the course, „of the exami-- 
aa n nation by thé Select Committee of: witnesses: from ` the. 


, public. and private sectors. This is summed up in the 
. majority report ‘endorsed: by: five members . and further 


| ` explained: in the minority. reports by two members and. 


. one mémber -respectively.. Two other. members took up a 
_ varying. stance as each paragraph was put to the. vote and 
the Chairman. made up the team membership of eleven: . 

' It is natural to-recall the work of the Royal Commission - 
on "Taxation which laboured some 20 years ago: In retro- 
spéct, it can be seen that the report of-the-majority did not ' 
in the long run carry the day. by weight of numbers. "Pen: 
. years later, capital gains" tax was introduced, following the 
` principles. indicated in the Memorandum. o£ Dissent by 
. Messrs Woodcock, Bullock and Kaldor (Cmd 9474, page 
3 54). Their dissent reflected a fundamental difference of 
View as to the basic requiréments of an equitable system of : 
"income taxation and the publication of-the Select Com- 
“: mittee’ s reports reveals a 'similar me for ` Presenting. 
aa proposals.. 


The original attraction of the negátivel income tax anei 


dy in. the hope for a coniplete merger. of i income tax and. 
social security. However, the .Social Sécurity Act- the - 
Mt a of a contribúted article on other pages — shows that. 
" Parliament remains committed to'the principle of a distinct. 
 Nátional. Insurance Fund. The Association of ; British 
: Chambers of Commerce has pressed strongly. for..a more 
“thorough examination of the possibilities of. integrating: ‘the 
‘whole of the tax-credit, income tax, national insurance and 
state süperannuation. schemes, with the, whole: System. 
. financed. out of géneral taxation, =. ^.^ a M 

. Once itis recognized that no effective TUR of the 
to of employers i in, relation to.the payroll i$.in sight, it. 
must also bé admitted that the prospective- sayings of civil: 


service anos are too precarious on which t to justify. a. 
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children under 11 (the position, under thé current uniform: 
system).: Théy attach d graph which suggests - that: with’ 
equal, logic. a flat rate‘of 60 per cent might. replace thé 
progression of rates below the 75 per cent mark. 

. The history of tax goes to show. that. the refinement of, 
redüced Or intermediate rates is a political necessity from ^ 
time.to time, and the evidence. of the experts satisfied. the ` 
- Select Committee that introduction'of a reduced ráte below”. 
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30 per cent would eliminaté the prospective savings in. ad~ : 


‘ministration. Hence the simplicity of operation ; advocated . 


as the main plank of the tax-credit system may. prove . 


illusory. ^ , 

From, the'.point of. view of. individual taxpayers and | 
beneficiaries of the. system; ‘however, the simple measuré ` 
of their obligations a and entitlements is its main attraction. ~ 
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: July 26th, 1973 
unie buóyancy ofi résoürces with which to Rie the 
scheme, but’ evidence shows- that a revenue-neütral pro-. 
50 per cent for the Family Income Supplement. The Select jection would mean tax ‘credits of [4:90 in place of £6 for 
Committee majority point out that any positive payment of ' a married man; {3°30 in place of £4 fora single person and: 
credit will automatically be added to the wage-earner's pay > £1:63 in: ‘place. of £2 for.a child. No significant i improve- 
‘packet and thus the problems of take-up with the present ^ ment of the lot: of the worst off would:result on that basis. 
` Family Income Supplément. will be’ substantially solved.. ‘Politically, the assumption that £1 ,300 million is available 
It is thought that present ‘take-up does not go beyond half ¡to improve the constraints of. poverty invites the pursuit of- 
the numbers eligible. `. v - alternative routes to that end, such as the suggested raising 
` There are still 40 other means-tested beriefits shiek, wil of the retirement pension at 4-cost of £500 million. ` 
continue to apply to exceptional needs but.the Committee, We have said’ enough,to indicate that the report on the. 
thought it impracticable to integrate even the other four. tax-credit scheme offers anything but ‘a final solution to 
which -provide fairly continuous support for substantial familiar problems, The anxieties reflected in. memoranda 


a category of 1 recipient or the rate of abiara of TE 


numbers: of low income households + rent and rate rebates, . 


‘school meals and milk. This is because of rapidly-changing 


circumstances and the need to pee dE ió and: 
take-up. ` ` - 

:*'The „minority report. by Mrs Barbari on draws 
attention, to the second principal purpose which the scheme " 


by the life offices, banks, ‘building. societies and other 
‘business associations, are likely to be allayed by appropriate 
recognition of the practical limits of change in existing 
privileges ; in this context we can count on the good réla- 
tions which exist between ‘business arid the civil service in. 
their regular contacts. Indeed, the ‘course of events has. 


",^- evidence in support of the student’ S eventual application 
- “= for membership of the. Institute; and for these reasons its 


p planning of experience ; the ‘model answer’ published with ' 
the. Record certainly shows some use being made of the - 


¿5 +5 normal busy chartered -accountarit to go to such lengths’. . 


E lu planned. ‘study leave, in-house training and other. cdas 


might fulfil — the” elimination of poverty. The Green underlined the essential part - ‘Played by accountants- in: 
+. Paper- postulated. the introduction of £1 I deos million. from- the formulation of policy... 
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a e A Bek ee Be, Gies that the plan has been adhered to, or for remedial 
m "— - ah. ay xiu m os. action where it has not.. | 
í P] a nn e d Tra I n I na The report also makes the fair point that the deck. of, 
7 ... a A 9 ; ` planned and well- -balanced tráining is reflected in low stand- 
i A DEL ZR .ards among some of the Institute's: newly qualified: mem- 
l I ML: ae s css C.bers. This is constructive criticism, and we trust that it 
pus direct evidence i is yet available: on the number of willbe received and considered as such ^" ^; 
professional practices and articled clerks who are making ` ACASS is on. less firm. ground in quoting the Council’ S 
regular use of the Articled Clerk's Training Record — intro- /. December: 1969 expression of disquiet over practical train- 
duced by the’ English Institute as an aid to principals and | ‘ing which falls short of minimum accéptable -standards . 
(5 their. clerks: in July 1971 (The Accountant, August sth, (Thé Accountant, December 11th, 1969) without acknowl-. 
' ^5" 1971). Properly used, the Record can fulfil the aims of plan- * edging that improvements may have been achieved over 

4 ,.ned practical experience, regular review of experience, and .the intervening four years, ‘or recognizing that paragraph 
15 of the discussion. paper, A’ Policy for Education’ and 
Training ( The Accountant, August rath, 1971) showed: a 
clear intention to make: use of the Record: compulsóry. 
. Speaking to. members of the: London and District Society 
‘of Chartered" Accountants last year (The Accountant, May 

. has taken. the opportunity to examine the Record in some 25th, 1972), Mr E. K. Wright, M.A., F.C:A., was ‘able to 

`- detail, and has now put forward a report containing sug- claiín that the situation was at least satisfactory i in go per 
^, gestions for its improvement. "Ihe most significant of these- Cent of practising offices though, to be sure, he did not . 
. is that- specific provision should: bé made for forward Seek to deny some cause. for anxiety in the remaining. 

'submerged tenth’. Subjéct to Privy Council endorsement 
-of the resolutions passed at the Institute's special meeting 
last month, this.is an area which the Council will henceforth: 
be able to police more effectively. . 

The ACASS declared; policy of. working toward the 
.'*» Included in the report is a- five-point pro forma’ ‘training. eventual abolition of articled service raises wider. issues "and 
"^ plan, with próvision for the general type of training and the- permits of some debate. as to. whether this is a realistic 
E clerk's level of experience; details of actual tasks allocated; aim.-.It is: perfectly possible, and. ha been so for many. 
years, to obtain a recognized accounting qualification with- 
out. tarticles it must also be admitted that those accountancy: 


-*Y introduction > - though’ as “yet on a voluntary basis — was 
- welcomed by student representatives: à; 3 
Over the two years since its first introduction; ACASS. 


- 'fPrincipal's remarks and recommendations’ panel. for this 
" ,purposé, but ACASS thinks it unrealistic to' expect “the 
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tonal HO and: indication ed the principal o or RT, 
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baños which do not insist on articled service have down a 
far higher wastage rate between student registration and 
_ qualification, and in general a looser-knit and less effective 
student body. While this is undoubtedly the cumulative 


to do with it. 


effect of several factors, the element of personal identific 
tion and responsibility which is implicit in the relationship 
of articles — by whatever name called — may have something 





Information for Small Firms 


HE first of a projected network of 

ten small firms information centres 
was opened recently in Newcastle upon 
Tyne. The Birmingham and Luton 
centres are scheduled for opening in 
August and September, respectively, 
and all ten should be operating by the 
end of the year. 
In this venture, which follows the 
recommendations of the Bolton Com- 
mittee (The Accountant, November 
11th and 18th, 1971), the Depart- 
ment of ‘Trade and Industry has been 
promised the support of The Institute 
of Chartered Accountants in England 
and Wales and of The Institute of 
Cost and Management Accountants. 
Many accounting firms are able to pro- 
vide financial and management advice 
themselves, or can put clients in touch 
with others able to provide such ser- 
vices. ‘The recognized bodies of 
accountants provide an important pro- 
gramme of courses on management 
matters, which enable their members 
to keep up to date with the latest 
techniques. 

Writing to the Presidents of 17 
district societies last week, the 
President of the English Institute, 
Mr E. K. Wright, M.A., F.C.A., said: 
"The DTI have informed me that 
many small businesses, to their dis- 
advantage, appear unaware of the 
range of services which many prac- 
tising firms can offer, and have asked 
that, in appropriate cases, practising 
firms should not hesitate to inform 
their clients of their ability to provide 
financial and management advice and 
services on a normal professional basis. 

'] appreciate that some practising 
firms, for good reasons, do not choose 
to provide such services. I would 
ask these firms to ensure, so far as is 
possible, that their clients are not for 
this reason deprived of appropriate 
advice, and to offer to put them in 
touch either with firms with the neces- 


sary capacity or with the secretary of 
the district society. 

"l'he DTI have been provided with 
copies of See a Chartered Accountant, 
the topographical list of practising 
members, and a list of district societies 
and branches; and have been informed 
that the following procedure should be 
applied should a small firms centre be 
asked by an inquirer to be put in 


Mr E. K. Wright 


touch with one of our member firms 
who can provide management advisory 
Services : 


(a) the inquirer should be advised to 
consult his existing accountants to 
see if they are able and willing to 
carry out work of this nature and, 
if not, to request them to refer him 
to a suitable firm; or alternatively, 
if this approach is not successful; 

(b) the inquirer should be referred to 
the secretary of the local district 
society or branch, and should be 
informed that the firm he ap- 
proaches will normally be under a 
professional duty to inform the 
existing accountant of the work he 
has been instructed to do, and to 
keep that accountant in touch with 
what is being done. 


“It is a compliment to members that 





the DTI is enlisting their help in the 
task of assisting small businesses 
towards greater prosperity. Its efforts 
should also assist members more 
directly.’ 

The ICMA is also providing each 
centre with copies of its register of 
cost consultants, and of its free book- 
let Accountancy for Profits. 


ICA Final Examinations 


ESULTS of the Final examina- 

tions of The Institute of Chartered 
Accountants in England and Wales, 
published as a supplement to this 
issue, show that 1,584 out of 3,747 
candidates (42:3 per cent) passed in 
Part II, including 255 previously- 
referred candidates. In Part I, 1,748 
out of 3,579 (49 per cent) were success- 
ful, including 272 previously referred 
in this part, and five who sat for both 
parts but passed in Part I only. 

A welcome and familiar name 
among the Part II honours is that of 
Sheila Masters, who followed her 
earlier notable successes in the exami- 
nations both of the Institute and of the 
Institute of Taxation by winning the 
Charles M. Strachan and Frederick 
Whinney prizes. She was, however, 
beaten for first place by David H. 
Colville, who was awarded the W. B. 
Peat medal and prize, the William 
Quilter prize, an equal share (with 
S. W. Davies) of the Roger N. Carter 
prize, and two other prizes. 

Other prizewinners in Part II were 
R. F. Wood (Nottingham) and J. A. 
Cloke, S. I. Cawley and R. G. Bryant, 
all of London. 

The Robert Fletcher prize for first 
in order of merit in Part I was won by 
Robert James Cox, of London, the 
next three places in order being filled 
by S. M. Timms (London), Valerie 
Hoyle (Cambridge) and S. D. Joshi 
(London). Mr Timms was also awar- 
ded the Walter Knox Scholarship and 
the Roger N. Carter prize, and Mrs 
Hoyle the O. C. Railton prize. 

Among the successful candidates in 
Part II was C. J. Coulson- Thomas, 
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featured as “Multiple Candidate” in 
our “Student Roundabout' feature of 


July sth. 


Bankruptcies in 1972 


qp BeUCH no specific contributory 
causesare identified, the Bankruptcy 
General Annual Report of the DTI for 
1972 shows a welcome reduction both 
in the number of failures and in total 
liabilities involved. Receiving and ad- 
ministration orders made in 1972 
totalled 3,884, exclusive of 92 deeds 
of arrangement registered; total esti- 
mated liabilities for both categories 
were £21:6 million, averaging £5,400 
in respect of each failure, though with 
some very large individual variations. 
Comparable figures for earlier years 
were: 

1071 

Receiving and admini- 
stration orders 4,367 
Deeds of arrangement 145 174 

















Total failures 4,512 4,830 
Estimated liabilities 

(£ million). . 318  Á 247 
Particular trades, it would seem, 


continue to present exceptional hazards 
of insolvency; once again, the largest 
number of failures — 1,091 out of 3, 976 
— occurred in the construction in- 
dustry. An apparently extreme case in 
chemical manufacturing, where three 
failures showed total liabilities of 
£458,000, denied directors and pro- 
moters of companies 203 failures 
with total liabilities of £3,973,000 — the 
highest average per failure, though this 
dubious distinction has been theirs for 
several previous years. 


Directors of Insolvent 
Companies 


OMPANY directors would be 

required to disclose, under pro- 
posals recently put forward by Mr 
Greville Janner, Q.C., M.P. (Leicester 
North-West, Lab.) the number of 
companies of which they had been 
directors which had been placed into 
compulsory or creditors’ voluntary 
liquidation at any time within the 
preceding five years, and the amount of 
each company's deficiency. It was 
‘scandalous’, Mr Janner asserted re- 
cently, that a man should be able to 
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put one company into liquidation 
today and start another tomorrow 
providing identical goods or services. 
The Directors of Insolvent Com- 
panies Bill has been promoted by Mr 
Janner as a private member's Bill to 
meet this state of affairs. It is a short 
measure of two clauses, expressed as 
an amendment of sections 181 and 
201 of the Companies Act 1948; the 
names and deficiencies. of all such 
companies should be added to the 
information at present required to be 
registered under section 181, and the 
number of companies involved should 
be disclosed on letterheads under 
section 201. An exempting clause is in- 
cluded, at the discretion of the Depart- 
ment of Trade and Industry, for the 
benefit of 'innocent' directors — con- 
ceived as, for example, 'company 
doctors who would otherwise be 
reluctant to undertake an assignment. 
The Bill was one of a number of 
private members’ measures which 
failed to obtain a second reading on 
July 20th, and seems unlikely to make 
further progress this session. Mr Janner 
has, however, stated that unless the 
Government will incorporate the idea 
in its own review of company law, he 
intends to introduce a further private 
member's Bill in the next session. 


Treasure in Heaven? 


RODUCTION of the accounts of 

the Divine Light Mission — spon- 
sors of this month's Alexandra Palace 
“Summer Celebration of Love and 
Light’— has been ordered by the 
Charity Commission. The mission, 
registered as a charity in the UK in 
October 1972, is also reported to be 
planning a campaign at Durham 
University later this year. 

A spokesman for the Charity Com- 
mission stated that non-compliance 
with an order to produce accounts was 
tantamount to contempt of court, and 
could be punished accordingly. In 
reviewing accounts, the Commis- 
sioners would take into consideration 
any such matters as an apparently 
excessive ratio of expenses to receipts, 
or an unsatisfactory audit report, in 
deciding whether to exercise their 
powers to 'freeze' a charity's assets 
pending the appointment of new 
trustees. 

The Commissioners' action in this 
case follows allegations of ostentatious 
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living by the Divine Light Mission's 
central figure, the 15-year-old Guru 
Maharaj Ji- including his use of a 
flower-decked silver Rolls-Royce. 
Other expenditures in the UK have 
included £25,500 for a house — the 
“Divine Residence” — in Highgate, and 
£65,000 for a disused cinema to be 
used as the movement's London 
meeting-place; while Indian customs 
officials are reported to have seized 
currency, watches and jewellery to a 
total value of £15,000, said to belong 
to the ‘Divine Bank’. 


New Pension Pian 
Becomes Law 


IGNIFICANT changes in the 

structure of social security are 
made by the Social Security Act 1973, 
which received the Royal Assent on 
July 18th. In particular, it provides 
that all employees will have an oppor- 
tunity to earn a second pension (in 
addition to the State basic pension), 
either through an employer's occupa- 
tional scheme or, failing that, through 
the new State reserve scheme that is 
to be set up. 

The Act also secures the finances of 
the basic State pension for present 
pensioners by replacing the present 
mixture of flat-rate and graduated con- 
tributions for employees and em- 
ployers by wholly earnings-related 
contributions. 

A. contributed article on the prin- 
cipal features of the new Act is pub- 
lished on other pages of this issue. As 
the new arrangements will take effect 
in April 1975, employers will need to 
take early action to prepare for the 
collection of earnings-related contribu- 
tions and to decide whether to provide 
an occupational pension scheme for 
their employees. Those employers who 
already have occupational schemes will 
need to consider whether any altera- 
tion is needed in order to achieve 
recognition, thereby gaining exemption 
from liability for reserve scheme con- 
tributions. Additionally, all occupa- 
tional schemes will need to conform 
with the requirements to preserve the 
pension rights of early leavers. 

Two leaflets, NP1 and NP2, which 
explain the contribution arrangements 
in the Act and the choice facing em- 
ployers with regard to pension 
schemes, are being issued to all em- 
ployers during August. 
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Younger Report Debated 


PENING a recent Parliamen- 


tary adjournment debate on the 
report of the Younger Committee 
on Privacy, the Home Secretary, Mr 
Robert Carr, described it as 'a very 
thorough and comprehensive study”. 
The committee had been given ex- 
tensive terms of reference, to consider 
whether legislation was needed to give 
further protection to the privacy of 
individuals and companies against 
intrusions from other individuals and 
companies. 

By a majority of 14 to 2, the com- 
mittee decided against recommending 
the establishment of any specific 
general right of privacy, regarding the 
right of freedom of speech and of 
communication as of equal import- 
ance. Compelling evidence of a sub- 
stantial wrong in the intrusion of per- 
sonal privacy, for which a remedy 
should be found even at risk to other 
important values was, they found, 
‘conspicuously lacking’. 

It would not be easy, the Home 
Secretary pointed out, to draw a line 
at which the criminal law could 
properly intervene. There were, he 
said, ‘some forms of harassment, such 
as intrusion into private grief, which 
I think everybody would condemn. 
But ought it to be unlawful, for 
example, to mob a pop star who may 
thrive on such activities; or, for 


example, to harass within the law as 
it now stands the house agent or travel 
agent who has shut up shop after 
taking his customers’ deposits?’ The 





Sir lan Morrow (seated, second from left) was the guest of honour ata dinner given recently by the President and Past-Presidents of the ICMA. 
Mr L. W. Robson (Senior Past-President) ; Mr C. A. Herring (President); Mr F.W.H. 
ent). Standing, /eft to right: Dr J. M. S. Risk; Messrs M. H. Walters; H. J. Furness; 
Hodgson; C. E. Power; H. P. Southall ; and W. L. Spalding. 


Seated, with Sir lan, are (from left) Mr Stanley Berger; 
Saunders: and Mr A. W. Howitt (/mmediate Past-Presid 
J. Borsay ; W. S. Risk; F. M. W. Hird; R. Glendinning ; H. 
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committee, he reminded the House, 
had found it impossible to devise any 
satisfactory yardstick by which to 
decide whether the importance of a 
public story should override the 
privacy of those involved. 

The Government has already ac- 
cepted two of the committee's recom- 
mendations, that an individual should 
have a legally enforceable right of 
access to information about him held 
by a credit-rating agency, and that 
activities of such agencies should be 
kept under review. A White Paper on 
the subject of computers and privacy 
has been promised later this year. 
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BCS Qualification 
Recognized 


AREER prospects for members of 
the British Computer Society have 
been significantly improved by recog- 
nition of the Society's qualification as 
appropriate for the appointment and 
promotion of data processing staff 
employed in local government. This 
follows a decision of the National Joint 
Council representing local authority 
employers and employees. 
Approximately 4,000 computer staff 
are already working in loca] authori- 
ties, and last year the Civil Service 





ICMA Honours Sir lan Morrow 


HE President and r3 Past-Presi- 

dents of 'The Institute of Cost and 
Management Accountants held a din- 
ner earlier this month in honour 
of Sir Ian Morrow, C.A., F.C.M.A., 
J.DIP.M.A., himself a Past-President, to 
mark the occasion of his knighthood 
in this year's Birthday Honours (The 
Accountant, June 7th). The party also 
included Mr Stanley Berger, formerly 
Director of the Institute, and Mr 
M. H. Walters, who retired as its 
Secretary earlier this year. 

Proposing a toast to Sir lan, the 
senior Past-President, Mr L. W. 
Robson, F.C.A., F.C.M.A., J.DIP.M.A., 
recalled his own acquaintance with 


him in 1942 which led to the founda- 
tion of the practice of Robson, Morrow 
& Co. He spoke of the success which 
had attended his efforts to revive the 
fortunes of a series of important 
businesses which had found them- 
selves for one reason or another 
in difficult circumstances, and con- 
cluded : 

“lan Morrow has certainly made a 
unique contribution in raising stand- 
ards of applied management account- 
ing in this country, which without 
doubt has led to the broadening of the 
whole range of services now being 
rendered by all progressive firms of 
practising accountants'. 
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Department — another major employer 
of DP staff — agreed to accept the BCS 
qualification as a recognized standard 
of competence. Spokesmen for BCS 
have expressed the hope that industrial 
employers will follow this example in 
the near future. 


FASB to Review 
. Existing Rules 


INANCIAL executives, account- 

ants, analysts, and other interested 
parties have been invited — in an open 
letter from the chairman of the US 
Financial Acceuntanting Standards 
Board, Mr Marshall S. Armstrong — to 
submit evidence from their own 
experience which may indicate “that 
existing pronouncements need inter- 
pretation, amendment or replacement’. 
However, existing opinions of the 
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former Accounting Principles Board, 
and Accounting Research Bulletins, will 
remain in force until amended or super- 
seded by statements from the FASB. 

Areas of particular concern, in 
possible amendment or replacement of 
existing pronouncements, have been 
identified by the FASB Advisory 
Council as consolidated financial state- 
ments; accounting for the cost of 
pension plans; accounting for income 
taxes; earnings per share, business 
combinations; intangible assets; the 
equity method of accounting for 
investments ; and early extinguishment 
of debt. Alteration of existing pro- 
nouncements, it has been stated, will 
generally involve a public hearing and 
the issue of an exposure draft, prior 
to adoption of any proposed standard 
by the FASB. 

Comments on existing pronounce- 
ments have been requested, in writing, 
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Inflation Index for Taxation 


HE controversial proposal to link 
_ personal income tax to a price 
change index, advanced by the Cana- 
dian Minister ef Finance in his Budget 
last February (The Accountant, March 
8th), has attracted further attention in 
the May-June issue of the Canadian 

Tax Journal 

Professor John Bossons and Profes- 
sor Thomas A. Wilson, two economists 
at the University of Toronto, argue 
that the idea is a good one and would 

have two highly beneficial effects. It 
would eliminate, they say, a number 
of inequities resulting from the way in 
"which inflation now affects effective 
tax rates; at the same time, it would 
substantially reduce the rate of growth 
of direct personal tax revenues over the 
long-term unless such reductions were 
offset by increases in tax rates. Through 
-so doing, the proposal increases parlia- 
: mentary control over tax rates. 

The economists say that the pro- 
posal follows, in a number of par- 
ticulars, similar indexing schemes 
incorporated in Dutch and Icelandic 
tax laws in the past two years and 
-represents a radical shift in attitude 
toward the relationship between taxes 


and inflation — a shift which has arisen 


from the stimulus provided by world- 
wide acceleration in the rate of in- 
flation since 1965. 


Their study shows that inflation 
does not increase effective tax rates 
equally. High incomes are more 
shielded by already being close to the 
upper rates of taxation. Because the 
upper tax brackets are wide, larger 
increases in income can be absorbed 
while remaining in the same bracket. 
Dividend tax credits and the limit of 
taxation on capital gains to half the 
gain also cushion the inflationary 
impact on the tax system. Conse- 
quently, such inflationary tax increases 
fall most heavily on middle-income 
taxpayers, and on low-income tax- 
payers with incomes just above the 
exemption line. 

The economists conclude that the 
benefits derived would not be accom- 
panied by any significant costs, nor 
would implementation of the proposed 
adjustment of tax rates reduce the 
stabilizing properties of the tax 
system. 

On the contrary, they assert, the 
proposal would slightly enhance the 
extent to which the tax system helps 
to stabilize fluctuations in real output, 
and the present contribution of the 
tax system to 'cost-push' inflation 
would be substantially mitigated. As a 
result, implementation of the budget 


proposals should prove beneficial to 


macro-economic stability. 
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by September 3oth. Mr Marshall 
added a warning that correspondents 
should not, however, expect the FASB 
to comment individually on experiences 
or problems brought to its attention. 


Internal Auditors' 
President 


ME HOWARD AIKIN, secretary 
of the audit committee of the 
board of the American United Life 
Insurance Co, has been elected inter- 
national President of the Institute 
for 1973—74. A Past-President of its 
Indianapolis chapter, Mr Aikin was 
international Vice-President of the 
Institute for 1972—73, and has held a 
number of other offices at regional 
and chapter level. 

A founder member of the Institute 
of Internal Auditors, and its inter- 
national President for 1947-48, Mr 
Earle H. Cunningham, M.C.S., C.P.A., 
has been presented with the first 
certificate to be issued by the Institute 
as part of its “Certified Internal Audi- 
tor programme (The Accountant, 
February 15th). 

The presentation was made at the 
Institute's 1973 international con- 
ference, held in Washington, DC. 
Other members of the Institute who 
have qualified for the ‘CIA’ designa- 
tion will receive their certificates at 
special chapter ceremonies during 
October 1973, which has been desig- 
nated 'CIA Recognition Month'. 

Mr Cunningham, now living in 
retirement in Birmingham, Michigan, 
is a former general auditor of General 
Motors Corporation, in whose internal 
audit department he served for 27 
years. His professional career also 
included teaching, public practice and 
educational administration. 


Insolvency Procedures 
in Switzerland 


CIEN company law, drafted in 
1936, requires a company's board 
to give notice to the Court when its 
capital — taking the assets at realizable 
values — is no longer sufficient to 
cover its debts. This in turn is usually 
followed by a judicial *declaration of 
failure’ — a process which, recent 
comment suggests, may not be 
effective in every case. 

Writing in Der Schweizer 
Treuhander, M Marc-Antoine Schaub 
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suggests that in practice: the 1936 
provisions are commonly disregarded 
by directors. ‘Numerous cases,” he 
says, “could be: quoted in which 
revenue officials,. after taking pro- 
ceedings for recovery of tax arrears, 
. have obtained a return of “no effects" 
against a limited company after an 
unsatisfied execution. The capital is 
not merely inadequate to the debts, 
but no longer exists. It must be 


recognized that the legislator had not . 


anticipated that.” 

To meet this situation, the Tschopp 
working party on company law re- 
vision has suggested that auditors, in 
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al open to serious doubt should "Triple Distinction: 


give written notice to the board to 
produce for audit a statement of ^ 


.affairs including assets at their realiz- . 


able value. If the audit of this state- ` 
ment revealed a deficiency of capital, 
or if the statement was not produced, 
the auditors would be responsible 
for notifying the Court — and thus, in 
effect, for policing the present code. 


M Schaub, whose criticisms of . 


other proposals by the working party 
were quoted. in The Accountant for 
April 12th and May 31st, has expressed 
the hope. that these. proposals, if 
accepted into legislation, One also 


Were Presidents of their 


ed partners of the Josolyne , 
Layton-Bennett group of ¿firms : 
respec- 
tive district societies in 1973. Follow- 


ing the tenure of Mr C. A. Lee, F.C.A. 


(Birmingham and West Midlands) and . 
Mr C. H. Mead, F.c.a. (Southern) for. - 
1972—73, Mr D. H. Slade, F.c.a., has , 
been elected President of the Man- 
chester Society for 1973-74. á 
‘This possibly unique triple event 
was celebrated at a luncheon recently. 
The elections of Mr Mead and Mr Lee 
were reported in The Accountant for 


-cases where tbe company’s ‘solvency be enforced. 


June 1st and-1 5th, 1972. 





THIS IS MY LIFE 


Tower of Babel 


by An Industrious Accountant 


UR new ema worked abroad for several years, 

so Scotty shouldn't have been caught napping when 
asked about his sales staff's linguistic fluency. His answer 
was unusually short of facts and the chairman was decidedly 
caustic. 

“You want to send your buyers to the Paris Exhibition 
and the Milan and Munich trade fairs, and we've a depu- 
tation visiting us from Germany, but we've no records 
_of our linguists’, ‘snapped the chief. “It's time you got into 
the 20th century”. | 

"Next morning an office memo went around asking 
those interested to list foreign languages spóken, with 
degrees of proficiency. The grapevine whispered that 
European tours would be restricted to those with the gift of 
tongues, and sheaves of glowing answers were returned. 

The Chairman grinned like a Cheshire cat. 'Let 'em 
know we'll be holding exams next month to establish 
levels of fluency', he directed, and this really set the cat 
. among the pigeons. Those misguided optimists who could 
barely remember la plume de ma tante est dans le jardín 
or eine gute Idee, mein Herr, but: who. had nevertheless 
written ‘could brush it up readily if un found 
themselves trapped. 


Study groups were frenziedly firmed. A depuadoi 


went post-haste to discuss evening lecture courses with the 
local school teachers. In the canteen the more aspiring 
salesmen sat with moving lips and closed eyes listening to 
_ cassettes murmuring ‘tst das der Taschentuch?’ or ‘combien 
vaut-il?’, and the corridors echoed prego, merci and hasta 
la vista interminably. 

"Reactions were mixed. The departmental accountant 
‘said smugly that it was a waste of time, seeing that one 


always heard how ali these Frogs and Wops spoke several . 
^ languages from their kindergarten days. Scotty said dourly 
that he'd once worked his way from the Channel coast 
to the Rhine on levez les mains vite, and that nearly every- 
body got the message. I told all and sundry, just for en- 


couragement, that the old Roman Cato, that hard-bitten 


scoundrel who ended every speech in the Senate with 
‘Carthage must be destroyed’, started to learn Greek 1 in his 
eighties. - 

The grapevine whispered that language proficiency would - 
bring a bonus of £25. Trevor and Bertie took a week’s 
holiday with some language record outfit, and a minority 
group sent us a circular protesting against comparisons 


between old hands at the lingo and beginners. Petula in ~ 
Punch-cards and Ladia in Lingerie, reporting six languages ^^. 


each, including Dutch, Flemish, Polish and Arabic, 
claimed the Paris trip, to the fury of their male colleagues 
who seemed to think the girls — with foreign blood 1 in their 
veins — were pulling a fast one; 

The solution we, delegated to the chairman, nemine ` 
contradicente.. After all, he started the trouble. i o 
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The Social Security Act 1973 


by KENNETH J. BURTON, FLA. | 


It has taken nearly nine months of Parliamentary labour to deliver for Royal 
Assent on July 18th, the Social Security Bill, introduced at the beginning of 
November 1972 to implement the proposals outlined earlier in the White Paper 
Strategy for Pensions (Cmnd 4755). During this time, eclipsed by other issues 
. which have competed for public attention, this measure has attracted. much 


less comment zhan might have been expected. 


qu Governrrent has given no indication so far, despite 
the delays wh_ch have already occurred, of any intention 
to defer beyond April 1975 bringing into operation the 
main changes effected by the new Social Security Act. 
The three principal changes are: 


(a) the recasting, as a basic scheme, of the existing National 
Insurance scaeme; 

(b) the recognition of employers' pension schemes so as to 
secure exemption from the obligations to make contri- 
butions to the reserve pension scheme to be set up by the 
Act; and 

(c) the statutory requirement to modify existing employers’ 
pension schemes, so as to provide for ‘preservation’ of 
retirement benefits for those who cease to be members of 
such a schere. 


Basic scheme 


' The most immediate change in the existing National 
' Insurance schéme will be the cessation of flat-rate con- 
tributions in respect of employed earners, and of the stamp- 
ing. of cards. Earnings-related contributions collected 
through PAYE machinery will, with the Exchequer supple- 
ment, meet the cost of the present flat-rate benefits and 
short-term earnirgs-related supplements and allowances, 
earnings-related, ie., graduated pension benefits ceasing to 
accrue. T'he earniags on which contributions will be levied 
will be subject to an upper limit of about one-and-a-half 
times the national average earnings, and contributions will 
be at the rate of 52 per cent by the employed earner and 74 
per cent by his employer; this percentage will include the 
employer's contribution to the Redundancy Fund. 

Provision is mide for annual reviews of the level of 
benefits so as to have regard at least to changes in the 
general level of p-ices, and of the upper limit of earnings 
over which contributions are levied so as to have regard to 
changes in the ger eral level of earnings. 


t 


Reserve scheme and recognition 
Introduction of t1e reserve pension scheme will require 


employers themse ves to take a decision as to whether all or' 


any of their empleyees are to be members of that scheme. 
If they: are not to be, it will be necessary to secure recog- 
nition by a statu:ory Occupational Pensions Board of a 
pension scheme cf which they are members and which 


satisfies conditions laid down in the Act as elaborated by 
regulations, and which will be subject to continuing ` 


. supervision by the» Board: Membership of the reserve 


pension scheme will involve payment by an employed 
earner and his employer of contributions of 14 per cent 
and 2% per: cent respectively of earnings, up to the same 
limit as that applicable in the case of basic contributions. 

An issue which gave rise to long debate in Parliament 
was whether or not an employee's contributions to the 
reserve pension scheme should attract income tax relief, 
The Government had, from the outset, taken the view that 
they should not, even though contributions to an employer's 
pension scheme approved. by. the Inland Revenue enjoy 
such relief. 

The Government's attitude was obviously conditioned by . 
its fear that it might find itself in the role of Frankenstein, 
having created a monster fund which could at some future 
date be used for political purposes uncongenial to itself. 
Even on the basis of the conjecture of the Government 
actuary, the fund may bave more than twice as much to 
invest each year as the Prudential Assurance Company. 

The House of Commons committee decided against the 
Government, but this decision was narrowly reversed on 
report stage in that House. Only one. or two voices were 
raised in support of the Government's view on this matter, 
even from its own side of either House. There can be no 
certainty that this issue has been finally disposed of, as it 
would be quite a simple matter in any Finance- Bill to 
reverse the decision. 

Meanwhile, employers will need to consider the matter 
against the background of the law as it now stands. The 
amount of tax involved in any individual case is not large; . 
at present levels of earnings, 1t would be only about 25p per 
week at the standard rate. Doubtless employers would be 
under some pressure to find a method of reimbursing their 
employees for this amount 1f they were not to seek recog- 
nition of a-scheme of their own. 

Apart from this consideration, many employers, even 
though they operate their own pension schemes, might well 
be disposed to allow their employees to: be members of .: 
the reserve pension scheme, to build this scheme into their 
own schemes. and thus avoid not only the additional 
administrative work which will result from their schemes 
being recognized but also the permanent intervention of 
the Occupational Pensions Board in their operation. 
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Conditions of recognition April 1975-—the only “possible mitigation being, thata / 0, 


The: Government has met many of the representations 
that have been made to introduce greater flexibility into 
the conditions for recognition. 1t will be possible to secure 
recognition for a wide variety of schemes. In particular, 
recognition will be possible whether pension benefits are 
based on earnings just before retirement or throughout 
service, or whether they are directly calculated according 
to contributions which are themselves related to earnings, 
as is the case in the reserve scheme. Nevertheless most 
existing schemes will need to be extensively amended: if 
they are to be recognized, and in making such amend- 
ments care will need to be taken to minimize anomalies in 
treatment as between one employee and another inherent in 
the incompatibility between the conditions for recognition 
and the structure of the reserve scheme. ^ ` 

A. recognized scheme will also have to provide benefits 
on the death of the member, whether before or after retire- 
ment, normally in the form of a widow's pension. This 
will generally have to be payable to his widow in the case 
of a member who dies' after retirement, even though he 
married her áfter his service had ceased; many existing 
pension schemes only make provision for a widow who was 
married to a member at the date of his retirement. 

The Government has recognized that there are special 
problems for small employers in establishing their own 


pension schemes. Arrangements will be made for the recog- ` 


nition of schemes designed to cater for a number of 
. employers who would otherwise have no direct financial 
connection, e.g., those in a particular area or industry. 

It will also be possible for recognition to be given to a 
scheme which relies on retirement annuity contracts ap- 
proved by the Inland Revenue under sections 226 and 2264 
of the Income and Corporation Taxes Act. This facility 
will be useful both to directors of small companies, who will 
. be employed earners under the Act, and who may arrange 

to provide for their own retirement through such contracts, 
and also in the case of individual employees of small 
undertakings. | | | 
Preservation " | 
The provisions of the Act regarding preservation of retire- 
ment benefits are likely to give rise to almost as many 
problems as the reserve scheme and recognition. These 
provisions will apply to an employer's pension scheme 
regardless of whether or not he seeks recognition for it. 

When an employee leaves service or the scheme of which 
heisa member is wound up, it will be necessary to provide for 
him benefits from the scheme which will generally bear the 
same proportion to those he would have received on retire- 
ment as his actual pensionable service bears to the pension- 
able service he would' have completed had he remained a 
member of the scheme until retirement, It is only 1n respect 


of employees who cease to be members of a scheme before . 


the age of 26 or before the completion of five years” pen- 
sionable service that no such obligation willarise. . | 
The rights conferred by the Act will be exercised under 
the rules of the scheme, the Occupational Pensions Board 
having the power to alter these if no steps have been taken 
otherwise to do so. AE 
The legislation is retroactive in its effect inasmuch as 
preservation extends to benefits in respect of service before 
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member, in the case of a scheme to which he*has’ contri p 
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buted, who has the right on leaving service to a return of j^ 


his own contributions, will retain that right in respect of 
contributions made before April, 1975, and in this event 


' also of contributions made thereafter until April, 1980. 


Moreover, it is proposed to provide by regulations that the 
benefits preserved for a member must be at least as valuable 
as his own contributions. , 

A large number of schemes are in existence in which no 
such provision, ór. a provision of a different form, has 
been made hitherto, and the design and financial arrange- 
ments of some of these do not readily. lend themselves to 


its inclusion. It is possible that the employers may decide” 


in the case of some of these that the scheme should be 


- wound up before April 1975.- 


Time-table 

Although the Act, which runs to over 100 clauses and nearly 
30 schedules extending to almost 300 pages, contains the 
framework of the arrangements both for recognition and for 
preservation, there will be a considerable volume of detailed 
regulations to supplement this. The principal regulations 


are likely to be made in the next few weeks but some will 


inevitably not be made for several months. The Parliament- 
ary process itself was protracted, so that there are now only 
about 20 months before the date at which 1t is planned 
that the changes introduced by the Act are to come into 
effect. | l 

The volume of work which will be entailed for employers 
and their professional advisers is considerable. Much of this 
work will be done concurrently with work on the modifica- 
tion of employers’ pension schemes to have regard to the 
recently revised arrangements for approval by the Inland 
Revenue. B o 

The work-load on the Government machine itself will 


be considerable. The setting-up of the Occupational Pen- | 


sions Board entails the recruitment and training of staff 
to undertake work in a field with which few Civil Servants 
are familiar. The Superannuation Funds Office of the 
Inland Revenue — which will also be involved, as for most 
employers’ schemes approval will be sought for tax pur- 
poses — is already under pressure. The Act contains pro- 
visions which will enable recognition to be granted even . 
though all the formalities of establishing new schemes or 


amending existing schemes have not.been completed. 


Moreover, the Secretary of State has power to appoint 
different days for different parts of the Act to come into 
force. | | 

It might be wise for him not to take a decision at this 
time as to when the preservation provisions are to come into 
operation. Although related to those of recognition, théy 
are not indissolubly linked to them and if the appointed 
day for either were to be deferred, it would be preferable 
from most points of view if the preservation provisions 
were to come into force later. 

"Whether or not the Secretary of State takes this course, 
it is to be hoped that, with these considerations in mind, 
neither the Government nor anyone else will seek to put 
pressure on employers to take precipitately decisions which 


will have widespread and:long-term consequences for them 


and their employees. ` dj 
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- US View of Community 


A Anti-trust Rules 


by RICHARD BAILEY ! | | 


ANY Americans have the notion that theirs is the 
only country with significant. legislative and judicial 
 anti-trust constraints. This idea is taken apart in the spring 
. issue of Management Practice — the quarterly publication of 
Coloney, Canron, Main and Pursell, Inc, a group of 
management ccnsultants with offices in London and New 

. York — which detects a stiffening of attitudes in the EEC, 
^ particularly with regard to the regulations governing 
multi-national firms. 


'This assertion 1s backed up by an examination of articles. 


85 and 86 of th» Rome Treaty, in the course of which the 

relevance to U3 firms of EEC case law is emphasized. 

Five cases under article 85 are selected as being especially 

significant for American corporations manufacturing or 
marketing their products in the Community. These cases 
are all well known: Grundig-Consten (TV and tape 
recorders); Burroughs (carbon paper); the Aniline Dye 
case (involving ten chemical firms, including ICI); the 

German ceramiz tile manufacturers; and the Pittsburg- 

Corning Glass case. 

Rulings under article 86 have Bess less numerous and the 
first was only handed down last December. 'T'his concerned 
- Chemisterapis Ttaliano, a subsidiary of the US Commercial 
Solvents Corporation, and ruled that a dominant supplier 
position had been abused: T'he more recent judgment in the 
Continental Can case is cited as another example of an 
American firm, operating in the E running into 

difficulties with Community rules.. .. 
^. Management Fractice concludes that it is ; possible for the 
EEC to approve a cartel-pricing arrangement between two 
American-Europ2an subsidiaries on the grounds that it 
promoted economic efficiency, while the. US courts could 
take exception and forbid the agreement as in violation of 

US law. American manufacturers dealing with the Com- 

munity are advised to set up ‘watchdog’ groups to oversee 
their forward plznning. Five questions are set down as “a 
means of checking procedures: 

- (i) Has the firm's international division studied the implica- 

tions of articles 85 and 86? 

(ii) Do its pricing policies establish artificial price differentials 
between diferent EEC member countries? If so, could 
these differentials be defended on examination by the 
Commission? 

- (iti) If the firm dominates a particular EEC market, can it 
prove that it is not abusing this position by distorting 
competition: 

(iv) Do the firms abies contracts prohibit one dis- 
tributor from dealing in another’s territory? i so, could 


~ 


this be interpreted as a restrictive practice that tells 
customers where,they must buy? 

(v) Do the firm’s licensing arrangements restrict the avail- 
ability of its products or services in any EEC country? 
If so, could this restriction be shown to be in, the best 


interests of developing the Community market for this ` 
product? 


The implication behind this analy sis is that the competi- 
tion policy of the EEC will be actively applied in the future. 


Any firm ignoring the published directives and case law, 


and plunging boldly ahead regardless, is asking for trouble. 


Economic and Monetary Union 


THE UPSET in the exchange value of the dollar and sterling 
reported in the press and confirmed by travellers’ tales, has 
highlighted Community proposals for monetary union. 
One suggestion that has been put forward is that a Com- 
munity currency should take the place formerly occupied 
by the dollar as the key international reserve currency.' 
The short-term disarray of the world currency system 
will have to be brought under control by emergency action. 
For the longer term the Community proposals for full 
economic and monetary union have assumed’ a new 
importance. This fact is emphasized in a memorandum 
released by the CBI, entitled Transition to the Second Stage 


_ of Economic and Monetary Union. (EMU). "The reasoned 


criticism which this contains provides an antidote to the 
optimists who want to get back to theirigidities of the “snake _ 
in the tunnel”, and those who see any form of monetary 
union as too great a sacrifice of sovereignty. 

In the CBI view, a new approach to EMU is needed 
which would relegate monetary measures to a time when 
their implementation would be less difficult, and press 


. ahead meantime with working out the ways and means of 


economic integration. In particular, due account must be 
taken of the fact that what could be regarded as possible for 
the Six may be much more problematical for the Nine. 

Some of the CBI comments on the Community proposals 
deal with points of detail, but a number of general: policy 
pointers emerge. 'T'he CBI is not in favour of the appoint- 
ment of a single Community spokesman in negotiations on 
international monetary reform. Certainly anyone able to 
represent the position both of Germany and Britain, and 
at the same time satisfy French susceptibilities, . would 
require qualities of a very high order. 

On a: matter ‘of considerable current! importance the 
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floating 1s, permitted should be wider, 


THE 
f 


CBI rejects the idea that exchange rate E doda. 
be made ‘under Community control’ after the end of this 
year,-and strongly resists attempts to end the sterling float. 
The precondition for Britain going in to a ‘joint float! must 
include genuine exchange stability including the dollar 
rate. At the same time, the bands within which joint 
and members 
should have access to the European Monetary Co-operation 
Fund. A genuine pooling of. reserves, will in the CBI’s 
view, be essential for the operation of any future joint 
float. 

On the economic as opposed to the monetary aspects of 
the memorandum, the CBI urges that the proposal for a 
Community unemployment fund should be followed up 


. and deplores the threat that countries that stay outside the 


joint float will not qualify for aid under the Regional 
Development Fund. Reservations are expressed about tax 
harmonization, and the need for time for industry to adjust 
to VAT and other changes in UK tax, before any further 
measures are introduced. 
: The CBI rightly points out that the institutions of the 
Community will have an increased burden as a result of 
the move towards economic and monetary union. The pres- 
sure on the institutions and the need to improve their 
performance is widely recognized as a major constraint on 
the development of Community policies. Among sug- 
gestions put forward are the setting of deadlines by which 
the Council must adopt or reject proposals sent up to 1t by 
the Commission, the: delegation of some further decision 
making powers to COREPER (Committee of Permanent 
Representatives), and the need to improve channels ‘of 
communication between the Commission and relevant 
Government departments. 

This need for a ‘constructive dialogue’ will, become 
increasingly important as integration. proceeds and the 
CBI is quite right in insisting that industry must be in 
close touch with government departments in order to be 
‘associated as closely as possible with Community decision- 
making. The same is true of professional bodies in relation 
to their own particular sectors of interest. 


Money Supply and Cost of Credit 
MONEY SUPPLY in 1972 continued to expand vigorously 


almost-everywhere in the Community, despite the efforts 
of the monetary authorities to reduce the margin of free 


- liquidity. ‘The fastest increase was in the UK (27 per cent), 


“France following with 20 per-cent. The rate in Ireland and 
Italy was 19 per cent, in Germany and Belgiúm 17 per cent, 


.in Denmark 15 per cent, and in the Netherlands 11 per 


cent. The cost of credit in most member countries con- 


tinued to rise in the closing months. nen 1972. 


the: GATT Negotiations 


Tue CouNciL, after an all- night sitting, adopted on. june 
26th, a common stance for the GATT talks due to begin 
in Tokyo in September; this means that, on points where 
the Nine are agreed, a Community case will be put forward. 
‘However, the French are not prepared to allow the Com- 
mission Freedom of action in the negotiations, and decisions 
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on matters where any doubt arises must be referred back 
to the Council. 


The present arrangement covers the preparatory work * ' 
-at the GATT headquarters and the ministerial: meeting of 


the Contracting Parties in Tokyo. After this meet ing, the 
negotiations will be transferred to Geneva. The talks are 
expected to go on for up to two years, but there are strong 
possibilities of their being further delayed while the Nine 
evolve a negotiating procedure. 

The general line of the agreed negotiating position is for 
(1) a significant lowering of tariffs with special emphasis ' 
on the reduction of any especially high rates on products 
of industrialized countries; (2) a drive to remove non-tariff 
barriers; (3) a move to improve the system of generalized 
preferences to the developing countries; and (4) àn asser- 
tion that the principles and mechanisms of the Common 


Agricultural Policy could not be challenged. 


X 


European Parliament 


THE SITTINGS of the European Parliament in Strasbourg 
from July 3rd to 6th saw the first-ever representatives of 
the French Communist Party in that assembly, and also 
the first public appearance of a new alliance between the 
French UDR representatives (Gaullists) with the Irish 
Fianna Fail members. 

The nomination of a new. French parliamentary delega- 


tion, following the March elections, resulted in a marked 


shift to the Left among the French representatives, which 
also strengthened the Left generally in the Parliament. . 
Apart from the appointment of three Communist members, 
the Socialist group increased its French membership fróm 
five to eight (including Radicals).. On the other hand, the 
UDR membership in the European Parliament has fallen | 
from 19 to 12, or two too few to form a recognized group.. 
The Gaullists, who up to now have' formed the only 
uninational political group in the Parliament (known as the 
European Democratic Union) have now joined ‘with the 
Fianna Fail members (hitherto sitting as independents) ` 
to form a new group of 17 members, known as the European | 
Progressive Democrats. | 

The EPD is the second group to comprise members of 
only two nationalities; the European Conservatives consist 
of 18 British and two Danish members. No political group 
has members from all nine countries, but the three largest 
groups draw their members from eight of the nine. There 
are no British or Danish Christian Democrats, no British 
Socialists and no Irish Liberals. There are MPs i in. all these 
three groups from each of the original.Six. 


Accountants and the Community- 


. UNDER THIS HEADING in the May “Commentary? (The 


Accountant, May 24th), by an unfortunate oversight, refer- . 
ence was made to “the draft directive dealing with the form 
and content of annual accounts’, rather than to the recom- ` 
mendations of the accountants” study group on that 
directive. This error is in fact apparent from the context, 
including a cross-reference to. The .Accountant for .April * 
12th; nevertheless, any inconvenience to readers is 
regretted. 


By H. S. A. MACNAIR, F.C.A.' 
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- Gifts, Loans and Tax LI 
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- 


` [n terms of spending power, a gift or loan may be as acceptable as immediate 


income. On the other hand, such adventitious items lack the repetitive character 
which lends a degree of security to income, even that which is hazardous. 


However, income may be reduced by taxation to.25 per cent, or to some even 


less acceptable percentage of gross entitlement; substitution of a gift or loan 
may. achieve temporary enjoyment of the tax element, although the ultimate. 


reckoning is libely to. prove unwelcome. 


i MP ANY taxpazers have their main assets within the ring 


fence òf a lose company in relation to which they 


. ^ may be shareho-ders, participators, directors; employees 


- or a combinatior.or extension: of these capacities. Section 


" into any guarantee or provide security in connection with a . 
loan made to suc. a person, by any other person; there is an - 
exception in the case of a company whose ordinary business ` 


190 of the Companies Act 1948 states that it shall not be 
lawful for a company to make a loan to any person who is its 
director or a director of its, holding company, or to. enter 


- includes the lend ng of money or the giving of guarantees in 


connection with loans made by other persons, so far as 


concerns anythirg done by the company in the ordinary - 


course of that business. 

Another possibility is that the person E is pro- 
vided with.funds to meet expenditure incurred or to be 
incurred by him for the purposes of the company or for the 


E purpose of enaHing him properly to perform his duties 


with the new system of corporation tax by paragraph 3 


as" an officer of the company;. but such funds have to 
be repaid within six months of the next following annual 


general meeting unless the prior approval of the company | 


has been obtained at that or an earlier general meeting. 
Nevertheless, zhe question as to what constitutes a loan 
may. occasion dificulties. In Ramsden v. CIR (36 ATC 325; 
37 TC 619) it was held in relation to another statute that 
the debt constitating the unpaid balance of the- purchase 


money of shares could not be treated as a. loan. -If this. 


principle was thcught to apply to the unpaid balance of the 
purchase price cf a house, then it seems that disclosure 
of the existence cf a sale of a house to a director who had not 


finished paying for it would not be required by section 197. ' 


Notional advance corporation tax | 
Section 286 of the Taxes Act has been brought into: dne 


in Schedule 17 -o the Finance Act 1972. The general rule 


' applies where a close company, otherwise than in the ordi- 


nary course of s business carried on by it which includes 


the lending of money, makes any loan.or advances any 
_money.tó an indvidual who is'a participator or an associate. 


In that event, tere is to be assessed on and recoverable 
from the company an amount equal to such proportion, of 
the loan ‘or advance as corresponds ! to the rate of advance 


corporation tax (ACT) for the financial year in whieh thë 


- loan or advance is made. 


The assessment is to be effected as if that amount were 
an amount of corporation tax chargeable on the company for 
the accounting period in which the loan or advance is. made; 
in other words, there is a real collection of notional ACT 
just as if the loan were a dividend, For the period beginning 
with April 6th,.1973, and ending with DD 31st, 1974, 
the proportion 1s three- sevenths. 

There is a general awareness that a company with 
sufficient.quantities of income charged to United Kingdom 
corporation tax will be in a position to mitigate the burden 
of that tax by the full equivalent of any ACT, so that the latter 
represents only a cash flow disadvantage. Not a few com-- 
panies will find themselves in à special position where this 


is not the case. "The most ‘obvious instance is that:where a 


close company realizes a substantial capital gain; this will 
bear corporation tax at an effective rate of 30 per cent, and 
not one penny of it can be mitigated by reference to ACT. 
In such a situation, there are attractions in lending the 


shareholders the amounts of any dividends that would have 


been declared out of the: gain and deferring the related 
income tax charge. 


Treatment of loans | 


Assume that a small close company: has realized a charge- 


able gain of £140,000 from the disposal of a lease and that 
new premises are taken at a higher rent without payment. 
of premium. Anticipating that rates of tax and fractions 
forecast for next year will come into force, the company 
will need to set aside £42,000. A dividend of £68,600 could 
be paid, accompanied by liability for ACT of £29,400 but, 


if shared among top bracket incomes, members would 


receive only £24,500 after higher rate tax; and after the 
15 per cent additional rate tax, not more than {£11,000 would 
remain among (say) four taxpaying households. . ' 

The altérnative of loans amounting to £68,600 would 
enable payment of higher rate tax and additional ‘rate tax 
to be deferred until the company releases the débt or any 
part of it. Clearly, it should be possible to devise a pro- 


. grammé of releases which would cause the amount released 


to be brought into charge to higher rate tax at the lowest 
MI rate over a a period ‘of years. In the meantime the 


- 


os directed towards taxing, at the. higher rates, income ac- 


t 
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Pu "rbcipients uud. invest’ "iie" Dai to. idvaiilage > lido: E S. "funds, ET ak. “accepted. ‘by. 


p ‘such à loan is now entitled to make further borrowings (for 
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in short-dated. Governmient stock -withya -high redemption Brightman-in Bamford 9. ATA Adgertising p EE "5. 
. yield such as "Treasury 3 per cent 1979. issued" at £75.> 81). USB uc E ee ett 
If the loan or. advance is made: to. a person- who subse: A: defalcation by a director’ or participator" would. pro-.. 
` quently dies, or to trustees of a trust which.corries to an end, - bably not. be allowable, perhaps on the grounds-that it- 
` the rule for. charging higher rate and additional tax applies | : constituted 2 a distribution within the meaning of section, dn E 
-to the person. from whom the debt is;düe':at the time of; which opetates‘as a supplement to the ‘benefit’ rules familiar `; 
release of writing off. If the debt at that time is in the hands” ‘under. Schedule E. Subsection.284 (2) deems.a. distribution: - 
“of a personal. representative, thé amount will .be. includible. | to have come. into being where a“ close: company incurs - 
in the aggregate income of the estate. -....* expense: in'or in'connection with: the provision for. any’ . 
'No liability to notional corporation tax. would arise where - participator of ‘living: or: other. accommodation, of -entér- E : 
the original debt is incurred for the supply. by tlie close . tainment, of domestic ör other services, or of other benefits. ` D 
company of- goods or services iin the ordinary course of its. :or facilities of whatever natute. In: this connection the ` 
«trade or business unless the, credit given exceeds Six: months : question is. nót. infrequently, asked whether- a loan. con-' i; 
or! is longer than that normally given ‘to. the company’ 8t ‘stitutes a benefit: | : ED ER. 
Customers. '^ 77 vo . (osa EA In E qs Supplementary’ Benefits. iman ex’ parte o 
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LT » Se c0 Ped AAA | Singer ([1973] 1 WLR 713) the position of loans was corn- `. 
Emotion for small loans a i 7 QU-sidered under. the legal aid legislation: In the’ relevant A 
ey 969 the terms of section 286° vere mó dif : d to permit period the.applicant had received some £17,000 consisting - 


2 partly, of loans.and gifts from ftierids and relatives: Regula- M 
ei a duel ri uia ER Exe li bigs = tions.under the Legal Aid and Advice Act defined income >- 


; ‘ as E 
up to £10, ooo/apiece; were competent in. the period April as including . benefits’ «and privileges” a türn of phrase. 


-which invites comparison ‘with: ‘benefits or facilities’. ^ `~: 
"ith, 1969 to March 3otli 1971. A borrqwer who took: up Lord. ‘Widgery, CJ, would have thought it “bizarre” if the: ^ 


s expression: had included à bank overdraft; building-society 
‘mortgage, legacy or pools ` win. In the judgment. of the: ; 
Court, the essential.feature of receipts by way of income -` 
was that- they display: an. element. of periodic recurrence. la 
^ Although. it was difficült to visualize in practice a basis for: 

the periodically: recurrent teceipt óf. loans: to. qualify: as. 
income, some gifts could do so, as in the-case of a anger 
allowance (not under covenant) to an; adult s son by way: of 


^ "unspecified uses) up tó'an aggregate limit of £15,000." ^ ~“. 
. That limit älso applies to. borrowings of any kind since. 
' March 31st, 1971, by full-time staff not having a material. 
interest although, if a borrower acquires a material interest, : 
the company ‘theréupon becomes liable for notional: ACT 
as if the full amount of the loan then outstanding. had just 
- been ádvanced. Repayment of a.loan entitles-a company.to : 
proportionate repayment of the notional ACT prevignely E ; 
“paid, or discharge of an assessment. "e mun S C PRADA oe es Tp. LN Wem 
. Although the general rule is expressed i in terms of NE | Where. the sh 56 pi siehe es ^ 7 | : 
- to an individual, it also extends to.a participator « or associate Tm 
‘in the form of à non-resident-company. “It is possible for .. In.CIR v. Wachtel (49 ATC 204; 46 jio $43) a ‘reciprocal’ 
the: loan to be received, on behalf of someone vulnerable, , . arrangement. with a bank; whereby a: settlor-had his blocked. ` 
s by a ‘company acting. in a ‘fiduciary’: or representative . “~, deposit account released in step. with income 'accumulations .: «i 


capacity. Thére is also a-rule‘to bring i into the net xeciprocal in the trust bank account, led to. à finding that he was the - 
or roundabout arrangements... ^. > settlor within the meaning ‘of what are: now sections 434... 


1 


.The-rules do .not overlap. with. the rules i in. section 451 and 447: The latter reférs to ‘property: which may become’. |. 
applicable- for the benefit of the settlor iri any circumstances". * 
‘cumulated in- a. settlement, from which .the: settlor has ` whatsoever. It: Is possible that-a critical factor was the. 

“obtained ‘capital ‘sums (in -the' notoriously wide meanin; absence-of any intérest‘on: the déposit ‘account (the bank: ' By 
given to that section); bùt notional ACT would still be - collected 1 per cent on the “turn” between deposit ánd over- 2-7 


E 
s 


exigible and "section 287 would bite. if'a loan by a con- - draft); ja- factor’ which seemed to exert. influence. in the DES 
-nected company was written off in an amount. exceeding earlier case of Jenkins. v. CIR (26 TC 265). DIL MEM, 
that: caught under section 451: "E E. xii ¿In thé debate. on'the Finance Bill in Standing Committee, . 
M x i dae. CLER ee on the subjéct of share incentive schemes, Mr P. J. E. Tier. 

AZ. D AM Mam]. MP (Dartford; Con.), asked for confirmation that. if the: : 
Loans to employees: ! E ^0 t7 sie i company granted. an interest-free loan or one at a favour- < 


dti is cómmon practice for newly engaged — workers - able rate of interest, that benefit would not be regarded asa : 
to receive.a ‘sub’. on account of wages to: be earned: White "taxable eniólument i in the hands of the employee (Hansard, hs 


-collar workers may obtain: loans for one reason or another. ' May 14th, col. 353). Although .no direct assurance was 


"Ehe recovery of such advances from an employee ` who has: forthcoming from: the ‘Chief Secretary to..the : "Treasury, / iis 

left without being-owed'a' sufficient balancé'of remunerá- .óne may read between the lines'that this device escapes’ . 

. tion to cover the liability is often. án unrewarding'task.-- - although any equivalent benéfit 1 inm ‘another form would, be: p? 
-Deductibility:.of such losses against ‘trade profits. i is - caught. -.” : 


E justified taxwise by the practical necessity ‘of the. - :On: the other hand thé.c case of. Clayton. 9.  Gothorj (so > 
- original advance. Indeed thé principle involved is not: far” ATC 120), indicates that the release of a loan to an a 


distant from that which. permits deduction of losses. òc- would. be.treáted as-the granting: of a reward. in circum-" 
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and Extraordinary Items - 


Australian Viewpoint ` 


by F. L. CLAF.KE, B.Ec., A.A.S.A., A.C.I.S. 


' Lecturer in pou eee at Sydney University 


The ASSC’ S withdrawal of t EDS (Extraordinary [tems and Prior Period 
Adjustments) during 1971 and the subsequent publication of ED7 (Accounting . 
for Extraordinary Items) in its place, are likely to complicate the shaping. of 


- accounting directives issued outside the United Kingdom. | 3 


At the moment, committees of the two professional accounting bodies in 

Australia, the Australian Society of Accountants and the Institute of Chartered ; 
Accountants in Australia, are deliberating the revision of the existing Australian | : 
o TS for reporting prior period adjustments and extraordinary i 


- items. 


N the past, recommendations .on accounting practice 
issued by the professional bodies in Australia have borne 
a striking resemblance to their counterparts in either the 


United Kingdom or in the United States, or both. In a 


. number of instances they have been identical. Those 


mr 
A 


* 
D 


practices currently recommended in Australia for reporting 
prior period adjustments and extraordinary items have not 
provided any exception to the rule. — - 

During 1970, the Institute of Chartered ela In 
„Australia issued a statement (reference Dr.2, The 
Accountant, December 3rd, 1970) setting out a general 
prescription for the method of disclosing prior period 
adjustments, in published financial statements. This 


, Statement describes prior period adjustments . as those 


. expense. and revenue items of material amount which 


. relate to past periods but which could not be quantified 
. with reasonable certainty at that time’ (paragraph ro). It 


‘goes on to state the necessary criteria which each item must 


.' satisfy before the practice applies. Briefly, these are that the 


items must: 


(a) directly relate to prior periods; 

(b) not be dúe to subsequent economic events; 

(c) depend primarily upon decisions By other, than GoHipans 
members or officers; and 

(d) have been incapable of reasonable estimation prior to such 
decisions. 


The criteria listed in Dr.2 to qualify items as relating to 
* prior periods are identical with those currently in vogue in 


the USA-and set out.in Accounting Principles: Board 
Opinion g (APB.9), issued by the American Institute of 
Certified Public Accountants during December 1966 


. (paragraph 23). 


Also .in line with APB.g,. Dr.2 draws à distinction, 


between prior period adjustments and extraordinary 
items: Extraordinary items are defined as '. . . [those items] 
significantly different from the typical. Or customary 


business activity of -the entity, and which arei not of a 
regularly recurring nature”. The definition corresponds 
with that in APB.g. The “prior period or extraordinary 
item' dichotomy is necessary to give effect to the difference 
between the method of accounting for extraordinary items 
set out in D1.2 and APB:g and that which they prescribe 
for dealing with prior period adjustments. 

The general prescription in both is that extraordinary 
iterns are to be taken into account when calculating the 


profit or.loss for a period. However, those items which- 


satisfy the criteria and are deemed to relate to prior periods: 
must be disclosed as adjustments to the balance RUE 


-forward on the profit and loss account. 


Australian practice 


Examination of annual reports of Australian companies for 
the year ended June 3oth, 1972,’ reveals numerous in- 


stances in which items have been labelled 'prior period 
. adjustments’ and are dealt with according to the Dr.2 


prescription. Explanations given in the reports for making 
the adjustments were diverse. It was explained in the reports. 
of the companies involved that the adjustments were’ 
necessary due to taking into account the effects of one or 
more of the following: 


(a) a change in the method of accounting for income taxes 
and adoption of a tax allocation approach; : 

(b) a change in the basis for the valuátion of inventoriés; 

(c) a change in the method of accounting for accrued long 
service leave; 

(d) a change in the method of accounting for investments in 
associated companies and adoption of equity accounting; 

(e) settlement of insurance claims relating to, prior periods; 

(f) settlement of diaputeg claims with the Commissioner of | 
Taxation; p. 6s 

(g) refunds of import duty; | 

(A) revised calculation of provisions for long service . Ga 
holiday pay, sick leave, income tax and land tax; 
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NO provision. dot contingent liabilities- orí prior “periods - 


trading; or. : 


(D) writing back provisioris anid appropriations said to. be no. 


. longer required. 


The 1972, annual reports Em slowed * PS 
diversity regarding the ‘amounts of: the adjustments i which: 
- were-made.. .-. T És E | 


MN J^. x 


ai 
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For UI Michaelis, Bayley Ltd mi. an. rmm 


“of $A184,808 to the group unappropriated profits brought 
| ‘forward from 1971 to increase the provisions for holiday. 


. pay, long service leave payments. and. income taxation. If 
the adjustments had been made throügh . the consolidated 
profit and loss account, the reported group net profit for 
the year of SAr, 146,325, would have decreased by «16-1 
per cent. On the. other hand, Mount Lyell Mining and 
Railway Company changed its-basis of valuing ore and 
metal stocks, reducing the opening inventóry balance by 
. $&823,222. If that adjustment had been made through the 
1972: profit and loss account, the-reported net profit of 
$4.1,472,086 would. have increased by 559 peut cent. 


* 
v A 


Extraoldinaly or prior period? : Chatel e HE. 


The ED7 move in deleting the prior period ta is 
interesting. It could present a barrier tothe adoption of:the' 
, ED7 scheme in the Australian revision of its corresponding 


- recommendations. ` E 
Examination of items described as ‘extraordinary’ in the 


+ financial stateménts of some Australian ` companies fre- 


. quently indicates that those items are only corrections and 


other adjustments which contain a substantial prior period — 


element. This is particularly sé where: retrospective sid 
. ments are made'to provisions. - x 

A. simple-example illustrates what is commori experiénce 
regarding depreciation provisions. Assume that X Ltd 
acquires an asset for £10,000 at the beginning’ of year 1, 


‘estimates that it will last for ten years; and’ decides to- 


amortize the purchase price at the rate of 10 per cent per 
annuraon. the straight line method. Assume also that the 


- asset could have been sold at the end of each i year for the 


followirig pue E PX La oq 
Year 1 / 9,200! : EE 
Year 2 >.. , 8,800" 
"7. XYXear3 | . 9,000. . 
* Year 4 ' 8,100 ' 


t GA "d 


- 


7,400 . 


į > pub ap 7 
“ACCOUNTANT de ul eee x N 


HELPS y e 

Now, if the. asset. was old dor £6, 600 «during year 6; a 
present ‘Australian ‘recommendation would require that ' 
£1,600 -be réported as ‘profit on ‘sale of fixed assets’ and ` 
labelled an extraordinary item. However, the {1,600 would -. 
be moré in the: nature of the aggregate adj ustment necessaty- 


to correct the profits or losses stated in Sh I to 5. This, 
ak N 


is shown in the schedule below:. ee s 


Profit o loss variation- - 


ay + 


s , ee. te ck M P . between net 
p? a wo - depreciation 
E a i ; Net. a d - (appreciation) and ` 
Bot - Purchase : . | Selling depreciation : ` Amortization . - amortization - 
Year = © . - jc Pd vd (appreciation) ' ..: charged charged |. 
A. Tee Bh a .. 7 100000 , ^ -9;200- . Boo — f^ 1,000 .. - 200 
2 BU es RE S FN e S “8,800 . 400, | 1,000 +, - 600 
3 tage p 2 "OPER. OOO (200) | DO. c. .1,200 
db. isa | ac 8,100. ` "goo A 1,000 ` " ^ 100" e. 
5 ; ; ; i 7,400 J00 '- Sma *4n000^ * 4 week GU 
MEME ND ae ba 6,606 . "PBoo T Y. 3 E Te (800) 
' Conventional ‘profit on sale 9r fixed asset" (extraordinary item) in Year. 6 ` ers "T". £1,600 
EN Vos - - l eo g l 5 cat uu. i^ ME mE. mk 
: " ACE : j 
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The above example is not merely hypothetical. Consider - 
now -these examples ‘drawn from the annual reports of . 


'several Australian companies: , - 


H. C. Sleigh Lid.:'The 1972 « consolidated profit and joa 
statemént disclosed’ extraordinary items totalling . 
$A360,209. Part of that amount was described as “profit” 
(loss) on sale'of fixed assets after adjustment fof iricomé tax ` 
attributable thereto', $A185,316. Note 5 tothe. accounts , 
showed. that, apart from the effects of. ‘sworn valuations 
received during 1960 and: 1961: in relation to freehold, 


l properties, thé fixed assets were accoünted for either at. 
“cost or, cost less amortization’. 


- The presentation is in accord with Dr:2. However, it is; 


“likely that the .$A185,316 “profit on sale’ is vicis x 


àn adjustment of past reported profits or losses, as was the: . 
£1,600 in the contrived example. With thé exception of the ` 
1960 and 1961 revaluations, the fixed assets had been stated ` 
in É.. C. Sleigh's accounts at their-purchase price. Incré-. : 


ments in the market prices of those assets- had. not been 


brought to account as they occurred. Rather, it is more ` 
likely that each purchase price had been amortized and ' 
charged to the profit and loss account, up to the time of 
sale. -> e 
The aggregate of past amortization charges is: likely to 


have been in excess of any actual "decrease i in price” of the ,. 
assets during their lifetime with the Sleigh. company. The | 
inescapable conclusion is that the calculation of the’com—. - 


pany’s reported profits'or losses of past periods; or-of some : 
of them, have suffered from the: effect of the excess of” 


aggregated amortization charges i in those years, The result: ` 


is the almost . necessary outcome of charging the arhortiza- ' 


.tion-of purchase prices into the profit and loss account year. `. 


by year and deferring the reconciliation of the ud with | 
the selling:prices until the asset is sold. 

"The annual report of Noske Industries. Limited provided. 
another: illustration. Included in thé 1972 consolidated | 
profit and loss statement was the extraordinary. item. 
“Capital gain on sale of certain assets’, $A156,254. ` 

. The x report ee (page 5): that Dis amount was. 


Ed 
r 
- E 4: 
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A 


-$A1,073,000 currency conversion. gain, 


THE 


“realized by one subsidiary’ during the year. The con- 
solidated balance sheets for 1972, 1971 and 1970 indicated 
that all group asset valuations were based on cost, with the 
exception of a 1957 directors’ valuation of freehold. Again 
it appears likely that the amount listed as extraordinary — 
in line with D1.2, and representing 34:32 per cent of the 
net profit after tax and extraordinary items — has affected the 
reported results of operations 1n prior periods. 


Philips Industries Holdings Limited disclosed that dus E 


the year ended December 31st, 1972, there was a con- 
tinuation of the 'action' and planning’ which followed the 
1970 merger of the Philips and Electronic Industries 
groups. Part of the action during the year was the sale of 
“non-current assets’ at a profit of $A4,528,000. This amount 
was shown in the consolidated profit and loss statement of 
the Philips group as an extraordinary item. Along with a 
it reduced a 
consolidated loss of $A6,165,000 to one of $A 528,000. 
The Philips example is interesting for several reasons. 
First, the mode of accounting adopted by the Philips group 
companies is a deviation from the traditional historical 
cost based system used by the companies in the previous 


` examples. It is the general policy of Philips that assets be 


stated in the balance sheet at their respective end-of-year 
replacement prices; depreciation on those assets is based 
upon their replacement prices. Secondly, the same sort of 
adjustment needed under the traditional method when 
assets were sold was also necessary under the.application of 
replacement price accounting. Again, adjustment was 
necessary because reconciliation of depreciation charges 


. . with selling prices was deferred until the assets were dis- 


JEN 


4 


posed of. 


' Not isolated . EF 


: These examples are not isolated instances; many more 


. examples could be given, but would serve little purpose. 


.'The significant point is that Australian companies! com- 
pliance with the D1.2 prescription does not prevent such 


an anomaly arising. It does not prevent taking into the . 
calculation of net profit or loss for the year, amounts which . 


are substantially adjustments to the reported results of 
prior years; and it matters little whether historical cost or 


replacement price accounting is used. The frequency of this. 
 variety.of anomaly will not decrease if the ‘prior period” * 
classification was dropped, yet the means for disclosure of 


its financial effect on the reported profits and losses of the 
' past will be removec. 

The deviation of ED7 from the D1.2 and APB.g ap- 
S MER possibly throws the Australian profession on to the 
horns of a dilemma. It appears that to follow the ED7 line 


. would involve abandoning the prior period classification. 


In the foreword to EDy [The Accountant, July 6th, 1972] 
Sir Ronald Leach commented : “Prior year adjustments . . 
'are now left to be dealt with in the profit and loss account 
either as extraordinery items or not, according to their 
nature. Yet Austrelian experience suggests that the 
.. prior period classification is needed. A revision to conform 
with ED" could be refuted on empirical grounds. 

As long as conventional (historical cost-based) accounting 
is embraced by the profession, there will be need of a 
mechanism by which to correct, as they become apparent, 


inaccuracies in reports of the results in prior periods. This : 


, 
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seems also to hold where the replacement price system is 
used. However, application of the EDy format would 
possibly deny it; at best, it would obscure its effect from 
the readers of the financial statements. ` 

Retention by Australian practitioners of D1.2 in its 
present form will allow the continuation of anomalies; of 
the kind discussed above, in the financial reports of 
Australian companies. Perhaps, on this occasion, Australian 
accountants will just have to become adventungus and ‘go it 
alone’. 





Stein v. CIR 
In the High Court of Justice (Chancery PR June 18th, 


1973. 
(Before Mr Justice PLOWMAN) 


Special charge — Relief — Income of one full year — Scrip issue — 
Whether assets of same source — Finance Act 1968, sections 41, 


42, 46, 47, 50. 


The taxpayer held 2,400 shares of Ji ens in Beaver Holdings 
Ltd, and on September 12th, 1967, the company paid the 
taxpayer a dividend of 100 per cent, less tax, in respect of the 
period ended July 4th, 1967. Next day the company changed 
its name to Ladbroke Group Ltd, and the taxpayer's holding 
of 2,400 shares was subdivided: into -9,600 shares of 5s each. 
On the same day his holding was increased by scrip issues to 
230,400 shares of 5s each. ‘The taxpayer kept 80,000 of these 
shares, sold 90,400, gave 10,000 to his wife and transferred 
50,000 to a family settlement. On April 8th, 1968, Ladbroke 
Group Ltd declared an interim dividend of 74 per cent, less 
tax, on its 5s ordinary shares. On the holding of 80,000 retained 
by the taxpayer, and the holding of 10,000 transferred to his 
wife, the dividend amounted to £1,687 Ios, y 

The taxpayer was further assessed to the special divo in 
the sum of £1,507, which was calculated as follows, namely, 
the dividend of 74 per cent on the 80,000 shares and the 10,000 
shares above mentioned — £1,687 ros less relief under section 
46 (1) of the Finance Act 1968, on 9,600 ordinary shares, i.e. 
his original 2,400 £1 shares subdivided as stated above. 

It was contended for the taxpayer.that the final dividend 
on the 9,600 shares, which was paid on September 12th, 1967, 
and therefore for the year of assessment 1967-68, was a full 
year's income from -those assets; and that relief under section 
46 (1) should be given in respect of the whole of the dividend 
of £1,687 tos paid on April 8th, 1968, because the scrip issue 
shares were the same source or assets comprised in the same 
source, as the source of the dividend declared on September 
I2th, 1967. For the Revenue it was contended that the word 
‘assets’ in section 46 (1) did not mean sources of income; and 
that the bonus shares were not the same assets as the original 

2,400 £1 shares, which had been subdivided into the 9,600 
ss shares, but were new assets. The Special Commissioners 
decided in favour of the.Revenue. 

Held: the Special Commissioners! decision was correct. 


^ 
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New Scope for Bonochord - 


IVE years in the life of Bonochord 

Ltd have transformed a company not 
particularly successful in the hearing aid 
business to one achieving success in 
electronics and poised to succeed still 
more. Against the £5,465,000 turnover of 
1972, there was a turnover of {966,000 
in the year to end-March 1969 and a net 
attributable loss of £237,000 against the 
past year's earnings of £216,000. Bono- 
chord has been used as a take-over vehicle 
in the interim, although it retains its 
hearing aid interests. 

The board is headed by Mr R. Rigby, 
M.C., F.C.A. (Bonochord being another of 
those companies preferring initials to 
names) although our references inform us 
that the R. stands for Robin. The ac- 
countancy profession is also represented 
on the board by Mr C. J. Bright, M.A., 
F.C.A., who is the company secretary, and 
Mr F. G. Rollason, F.c.A. Mr Bright is 
one of three directors appointed since the 
end of the financial year. 

Perhaps it is the accountant in him that 
makes Mr Rigby begin his statement to 
shareholders with the comment that ‘we 
have again suffered a high tax charge.’ 
This is mainly because of the high tax 
rate in Austria when withholding taxation 


on dividends from Bonochord's Vienna- 


tone subsidiary is taken into account. 
Due to the taxation position in Austria, 
Bonochord was unable to receive normal 
dividends in 1971 and has taken the 
equivalent of two years’ dividend in 1972. 


Reorganisation 


Viennatone is part of the overseas section 
of the Hearing Aids division. In the year 
under review management restructuring 
of the group was completed, with three 
divisions — Hearing Aids, Electronic and 
Electrical, and Finance and Services — set 
up. Mr Rigby considers that, as a result, 
1972 will prove to be important as a turn- 
ing point in the profitability of the group. 
Management throughout the group has 
been considerably strengthened and all 
divisions are now trading at a significantly 
higher level of profitability. 
Reorganization entailed the sale of the 
power supply business of APT Elec- 
tronic Industries and the closure of 
Coletron Instruments, both of which 
were making losses. Closure costs have 
been charged against capital reserve. 
Reverting to the Viennatone company — 


at the beginning of this year through the 
Austrian Government, export subsidy and 
with 9o per cent of Viennatone's turnover 
exported, there was clearly a potential for 
reduced profit. But a substantial increase 
in turnover is offsetting the loss of the 
subsidy. Formation of Viennatone of 
America Inc. in the United States reflects 
a policy for Viennatone to control its 
distribution outlets. 


Electronics 


The Electronics and Electrical Division 
has been enlarged and strengthened to a 
major degree during the current financial 
year by the acquisition last February of a 
51 per cent interest in Neve Electronic 
Holdings. Mr Rigby refers in his state- 
ment to a “rapid and significant turn round 
in the financial affairs of this company’. 

The Neve deal has strengthened the 
group's research and development facili- 
ties. The APT Electronic Industries’ 
language laboratories, marketed under 
the Aveley/CYBERBOX name, will bene- 
fit from Neve's R & D and there is scope 
for sub-assembly production of both 
language laboratories and the Neve 
sound mixing consoles used widely in 
recording studios. 

Towards the end of last year Bono- 
chord acquired the Livingston Group to 
provide a platform for new business, 
Livingston being in the electronic equip- 
ment rental business in the United King- 
dom and abroad. Specialist hire-purchase 
and credit instalment companies are in- 
cluded in the finance sector of the Finance 





Mr R. Rigby, M.C., F.C.A. 





and Services Division. In the services sec- 
tor is the EAE Group acquired last May. 

EAE Group specializes in manning, 
servicing and installing electrical and 
electronic equipment on oil rigs in the 
North Sea. It is now expanding the ser- 
vices it gives to the oil industry and 
extending its sphere of operations to the 
Middle East. 

EAE’s former major shareholder, 
Mr F. A. Homes, is now on the Bono- 
chord board and holds 3,054,000 Bono- 
chord shares against the 900,000 of the 
chairman and the 800,000 of the managing 
director — the holdings being as at May 
31st not December 31st. 

Two other considerable shareholders, 
incidentally, are Industrial and Com- 
mercial Finance Corporation and Cannon 
Street Investments - both having in- 
formed the board of an interest of more 
than ro per cent in the Bonochord equity. 


Built up 


Although built up quickly through an 
intensive period of acquisitions, the Bono- 
chord group is well balanced and is 
considered to have 'great scope for further 
expansion from within itself'. Further 
acquisition opportunities will not be 
neglected, particularly if the opportunity 
comes within the specialized field of 
electronic communications with which 
most of the group companies are con- 
nected. Emphasis is being given to ex- 
pansion of overseas activities both through 
existing companies in Europe, North 
America and South Africa, and through 
obtaining greater control of overseas 
distribution outlets. 

Mr Rigby tells shareholders that 
profitability is presently well spread 
between the three divisions and also 
between UK and overseas operations. 
This year more than half the group's 
earnings will come from activities outside 
the field of hearing aids. 

Recent expansion will in time call for 
the replacement of borrowings by more 
permanent finance, but 'in view of the 
expected growth of profits the board 
“does not consider that the present time 
is appropriate or in the best interests of 
shareholders'. Arrangements have been 
made which will carry the group through 
until mid-1974 when the position will be 
reviewed. 

Bonochord's report and accounts dis- 
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play an intention to inform. Current 
year accounts, now that the company has 
its management and divisional structure 
at work, could show figures by divisions. 





Hargreaves' Turnover Split 


HE calendar, or time-table, of com- 

pany reporting is now undoubtedly 
moving forward, with increasing atten- 
tion paid to the preliminary profit an- 
nouncement and accompanying comment 
and less to the accounts and chairman's 
statement — unless the accounts and state- 
ment have something particular to say. 
This is largely a matter of first impact on 
the stock-market: annual results are first 


reported to the Stock Exchange and it is 
then that the main impact for good or ill 
is made. 


The stock-market is apt to make up its 
collective mind ‘on the dot’, and first 
impressions count for much. And not 
only first impressions but first con- 
sidered comments. Hargreaves Group, 
for example, having made an adequate 
preliminary report for Stock Exchange 
purposes, found a misunderstanding of 
the figures which would have -been 
avoided had the breakdown of turnover 
and profit by activities been included with 
the preliminary figures instead of being 
held back for the report. 

Old usage dies hard on the stock- 
market and Hargreaves is apt to be dub- 
bed 'fuel distribution'. The informative 





> 


July 
breakdown in the table set out below 
shows that last year, whereas fuel dis- 
tribution accounted for 52:5 per cent 
of turnover, it only provided 13:8 per 
cent of profit and in fact in the past year 
fertilizer interests provided over a third 
of group profits. | 

Preliminary profit statements are be- 
coming much more detailed and are 
carrying much more boardroom com- 
ment. Company accounts carry com- 
pliance with company law and provide 
the lasting record, but there is no doubt 
that preliminary figures make immediate 
impact. Company directors need to 
ensure that the impression made is the 
correct one. 


Profits before Taxation 








1973 1972 
£'000 96 £'000 96 £'000 
Commercial Vehicle Building and 
Distribution e aH: 350 13-2 197 10:0 9,014 
Fertiliser Manufacture and Dis- 
tribution i A 884 33-4 506 25-7 5,912 
Plant Hire, Contracting and Waste 
Disposal E 297 11:2 256 13-0 3,457 
Quarrying 7 » 351 13:3 315 16-0 3,892 
Solid Fuel and Fuel Oil 366 13-8 360 183 29,177 
Transport . 399 15-1 333 17:0 4,131 
2,647 10096 1,967 10096 55,583 
Deduct: Debenture Interest 210 135 
2,437 1,832 


Preliminary Details 








riri 1972 PARTICULAR example of the need 

^ f'000 % to give the fullest possible infor- 
162 6310 136 Mation at the time of the preliminary 
figures is the case of London & Midland 

107 5031 — 108 Industrials, where the full preliminary 
6:2 2,631 57 statement is being distributed not only to 
SE 29900 so the Stock Exchange but to shareholders. 
74 3457 74 The reason is a loss of £ 1,210,000 in the 
a company’s H and V Contracts subsidiary 

Masc yin d UR concerned with heating and ventilating 


installation and contracting. 
In the previous year H and V made a 
profit of £164,000, and the past year's 





BONOCHORD LIMITED AND SUBSIDIARIES 


AUDITORS' REPORT 


to the members of 
BONOCHORD LIMITED 


We have examined the accounts of Bonochord Limited set out on pages [.....]. 
The accounts of certain subsidiary companies have been audited by other firms In 
our opinion, the balance sheet and consolidated accounts together with the notes 
thereon comply with the Companies Acts 1948 and 1967 and give a true and fair 
view of the state of the Company's affairs and, so far as concerns members of the 
Company, a true and fair view of the state of the Group's affairs at 31st December, 
1972 and of the profit af the Group. 


Peat, Marwick, Mitchell & Co., 
Chartered Accountants 
London. 


28th June, 1973. 


BONOCHORD LIMITED AND SUBSIDIARIES 


ACCOUNTING POLICIES 


1 Basis of Consolidation 

The results of subsidiaries acquired during the year have been consolidated and in- 
cluded in the Profit and Loss Account as from the effective dates of their acquisition 
in accordance with the terms of the relevant purchase agreements. Where the cash 
consideration is paid at a later date an adjustment for notional interest is made. 
Comparative figures have not been adjusted to reflect these acquisitions. 

During 1972 H. & E. White (Holdings) Limited and subsidiaries were acquired as from 
1st February 1972. Livingston Hire Limited and subsidiaries and G. A. Thompson 
(Opticians) Limited were acquired as from 1st April 1972. In all cases the acquisition 
was satisfied either by the issue of shares or by the payment of cash on the date from 
which the results of these companies have been brought into the consolidated Profit 
and Loss Account. 


2 Fixed Assets and Depreciation 

Certain freehold and leasehold properties have been stated on the basis of professional 
valuations as referred to on page 18. All other fixed assets are stated at cost to the 
Group including manufacturing overheads where the asset has been manufactured 
within the Group. 

No depreciation has been provided on freehold property. Amortisation of leasehold 
properties is provided so as to write off the cost or valuation of these assets by equal 
annual instalments over the terms of the leases. Depreciation on other assets is pro- 
vided at such rates as are calculated to reduce by equal annual instalments the cost of 
the fixed assets over their estimated useful lives. 


3 Investment Grants 
Investment grants receivable have been deducted in arriving at the cost of fixed assets 


and are apportioned to the Profit and Loss Account over the estimated lives of the 
relevant assets. 


4 Stocks and Work in Progress 
Stocks and work in progress are valued at the lower of cost (including manufacturing 


overheads where appropriate) and net realisable value on a basis consistent with 
previous years. 


5 Research and Development 

Expenditure on research and development on new products has been carried forward 
and will be written off during the next three years. The amount carried forward at 
31st December, 1972 was £128,000 included in stocks and work-in-progress (1971— 
£44,000). 


6 Deferred Taxation 

The Group provides for deferred taxation on the amounts by which assets included in 
the balance sheets of the various companies exceed the corresponding written down 
value for tax purposes after allowing for non-utilised losses available for off-set against 
trading profits in future periods. 

No provision has been made for any liability to corporation tax on capital gains which 
might arise if the freehold and leasehold properties, which have been professionally 
valued, were realised. 
No provision has been made for additional taxation which would be payable if the 
profits retained by overseas companies were distributed as dividends. 


7 Turnover 
Turnover comprises the invoice value of goods sold and amounts charged to customers 


for services rendered including finance charges made in respect of instalment credit 
transactions. 


8 Repairs and Renewals 
Repairs and renewals are written off as incurred. 


9 Foreign Currencies 

Assets and liabilities in foreign currencies have been converted at the rates ruling at 
31st December, 1972. No adjustment has been made for subsequent currency 
realignments. 
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" Ju26t 1973 7. > o^ WI ox ACCOUNTANT. ee me. up 123 ' 
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loss led RENTE to a a & Mid: | /"ÉONOCHORD' LIMITED AND: SU BSIDIARIES pepe SE 
' land’ Industrials” - attributablė loss, of | Bn x JS C MEME 


£468,000 against a profit ‘of £340,000.. ‘CONSOLIDATED PROFIT ‘AND LOSS ACCOUNT S $ od 
"The, circumstances of the H and V | for the year ended. ld December, 1972 j A 

- situation:are familiar; an adverse position a a E | . | TENE Lo TRENT LEE 
indicated in management accounts, im-| ::. - — A ME z “Notes e ea NN ee atado | 
mediate action taken, the position proving | i 
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Turnover ; z us v E = geo SS : 5,485- ` . s 4,701 - 
worse. than expected, independent, ac- i IR PED n ee A 
countants ‘and consultants. (Thornton Trading Profit for thé: year ' 5:5 ho . eA. |  . "488 zu uo oe 
Baker) called in qu M .| Excsptoinal'items d . B: Debit > - (18) Credit » 2 
~ * Accounting orci: sin the gabe: Profit before Taxation. ee Aa E. 465 o: 5. 320 ` 
sidiary have been changed. It would seem | Taxation — a 2€ / 7, .27:. 77^ 172. 
that the valuation of work in progress |. ^ MAA I MIX E : 495 v^ 448 
- ' was ‘appropriate’ but that estimates of j- .. NM T e =, o S " ode . Profits less " 
2i outstanding: , costs on contracts were pé Losses less profits attributable to minority interests ` i , 6. fosses ` 7 12) 
- inadequate and that ‘overheads fairly |^, Tros PE - ME I «7 36 
. regarded as'recovérable were incapable of ‘Extraordinary Items DIE A "D, Credit '.  15- "Debt ~ (8). 
. recovery. . d labo P "ode a EE "i l Eea 
Profita er axation' available for ' o E ‘ E de Ww A 
All the necessary investigating and distribution ——— AXE l 216 - LIE 
correcting has-been done and the view is dUvidendsr. ^ Us "S MES ¿o e G EES 
-that H and V ‘will not incur losses, before. ' Interim (paid 26th January, 1973) (Gross) ES 2, 770865 TT (52 .— a 
| ‘charging interest in 1973-74. in excess-of |. „Final (proposed) "net" : uo 492 . 307. — 09 — I 
1 i . l : EA E: 7 i Pa eet 
£75,000, . - a l ^49 e. pP EUIS 
. This is not the first time that a con- | Balance brought forward ~ <,- mE 40 Bo O A 2d 
tracting company has got the arithmetic " Special Dividend (paid 2Bth August, ; ID -NEL E US : 

Í b 1 l ; 1972) (gross) : 31 e: a — 7 al -. 
wrong and it-will not be the last. But the |- . t A i> see IN Peake 
point that concerns this column is that Balance carried forward - ka l . B8 . 58 ` "40 ; 
London & Midland Industrials’ share- | i a ae Z 

7 Earnings per share E . : E -" > , . i 
: holders were kept informed of the situa- Before Tax i i Pet 1.697p > O1 597p - > 
tion and have received the full report on | +. After Tax (on the proposed distribution basis) 0. 7 0743p ^ 0744p . 
' it at the earliest time — when the dccounts The nótes on page [below] form part of this Profit arid. Loss Account, ` t y n 
| j a r E. . i - l : - i : P di : PM - = qe » . ! k te We d ae : E " 
NOTES ON © CONSOLIDATED rne FIT AND Loss ACCOUNT ` 22 EN . . 
"EA MED a s f .1972 ion o... vu d S00. 7 4972 c 1975. 
A. TRADING PROFIT FOR THE YEAR ` ^"  , £'000. £'000 - | C. TAXATION . mE TEM £000. . £'000.- 
The trading proíit for the year is arrived at after crediting £19,000 (197 1 £15 000) The charge for taxation, based on the profit for the year, ^ 
‘being the Company's share of the profit for the year of an associated company and is es follows :— yn 2m : 
dd charging:— . n Be a : Corporation tax 7 + DEM LX 145. 8B , 
Ppr Un P "^ aoe Ve Le - | Double taxation relief : P4 a . 105) : .(26) , 
Bank interest - 2 | 205 1008 - 7$- Overseas taxation P NA .. 230 ->` 155: 
' Other interest including interest on money outstanding ee OS ME a l MU ES 7 270 ka 472 
for more than 5 years amounting to £14, 000 (1 971— -— . j ANOS: e > A T x 4 
£8,000) - 00 74 15 2 "m i AI impu EE: 
" Remuneration cf the Directors of the Company for P United Kingdom tax has been computed using a Corporation Tax rate of 40%. There 
„Management Services” ^ , , | b: 60 45 remain United Kingdom tax losses carried forward in certain companies which cannot | 
A y 78 r, ü M a at this stage be quantified for which relief has not been taken in these accounts, 
and after crediting :— mn A zd i ys - 
Income from an associated company i "12 > z - " 
come receivable from a foreign quoted investment d * 1 1 E 
l . +. The remuneration of the Chairman was - ` l EAM x | g 1972 
. The remuneration of, the highest paid Director was — ' 12 9 D. EXTRAORDINARY ITEMS £'000 
. The emoluments of the Directors fall into the : ET Pu Profit realised on sale of property less minority interest therein ^ 13 ^ 0 ' ; 
er eee. SY oF S da Se Joss Credit arising from currency realignments — . JE T 
£2,501- £5000 ^7 ee ae 2 twee : CUN. yf 
E EO ES Og . : "AM js 2 22 a Expenses incurred i in connection With te- “organisation of JE pe 
"- : "ol say ! ^d 12 ? 
-£10.001-£12.500 . , TE RE manufacturing activities (net): PM : "i 
-The Chairman has waived fees amounting to £250. m oy DEEP kc Me ek e xe i: i , ac) dB. “ae ^ 
Eight other Directors have waived fees amounting in T to £1,600 `. to. : AS. pe hm E == o 
Trading profit for 1971 is shown after charging notional interest on the purchase price is d : : Ves 
- of the Viennatone Group ot £18,000. we i » o > / 2 
i j ES 1972 — ..- | E. PROFIT AFTER TAXATION AVAILABLE FOR DISTRIBUTION : 
B. EXCEPTIONAL ITEMS E 2.7 f'000 . . —————————————————————— i 
A ——- . Of the profit after taxation available for distribution £210, 2091 has been dealt with in the | 
“Tooling Written off as being no longer i in: use - ` 20 . E a „accounts of the Company (1971 £112 r000). ; 
. „Miscellaneous items ` i QU Be gg dey X. LABS V ute EL - zt s T 
35 ` EN 
“Less adjustment to research and dovelopment gougn e d^ A eot “e 
- forward. at 1st January, 1972 17 F, “EARNINGS PER SHARE: -` uM oe 
A >. - 18 Earnings -per share are shown before and after tax and: after taking into account 
: € exceptional items and minority interests but before extraordinary items. 
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+ -The notes on pages [125 and 126] form pait of this Balance Sheet. 
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The notes on pages n 25 and 1281 fori » part of this Balance Sheet. 
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Er have been finalized and: the preliminar les. Jota as. ae operating Selection Trust S Clarity - 
figures issued... | ~subsidiaries.- Stylo--Bárfatt Shoes- is the . : 
= o ee EE - ,two-divisiori retailingsubsidiarywithStylo X. SELECTION. TRUST 2: few. years " 
` Stylo Shoes C5. ip - Retail running 126 “middle. class’ stores ` back broke new ground in: winning 
| TE - "from a Leeds base, and Barratt. respons- . The Accountant Annual Award, ; very : 
re $ EPORTING pre-tax profits up from ` ible for 129. “medium to high class’ stores “much as: United Dominions ‘Trust ‘did 
- 1. E R £192,000 to £817,000 — a; new.record from a Northampton base. $ - this year. UDT was the first banking and - 
fO doi the gtoup--gives Mr Arnold Ziff, .'l'he properties :compány owns _the : finance company, to win the Award, while- 
-x Chairman of: "Stylo Shoes; “much 'satis- “frecholds and leaséholds of all the: trading : -Selection - “Trust: was the first mining” 
|^ faction’. Even so, he is ‘far from satisfied companies and leases the properties at - | finahce organization to do so. Selection. 
HEN with the-return oa the capital employed: market rentals: fixed ‘at some £973,000 all `. Trúst's -report and accounts have more .. 
. 4 in’ the company’ at which point the “told for 1973-74, Other properties: let - than. rhairitained the high standard that”. 
+ i reader of the:Stylo report turns to the. outsidé thie group; produce án income of “Wor them the Award as; indeed; have. the: 
$ statistical record to see what the return on. _ £500,000 a year.: Stylo - Matchmakers -, Hargreaves Group report ‘and: accounts, 
IA capital employed actually is. .. - zt. manufactures and markets sports footwear. “refered t to in another note which oe the 
5%, + (Unfortunately, a statistical or historical - On the-question of shop rental, Mr Ziff : Award in thé same yéar.-. ^. yi 
fos record does not ‘appear in. the Stylo. comments that the rate of. inflation has - "One of the. problems with: a mining: 
EE report, but with shareholders’ funds total- ' been such: ‘that it-is becoming somewhat . finarice company. for the reader .of the ' 
qu ling - nearly- £9°36 million Mr Ziff has a “dubious ás to ‘whether many. of:the new. "report and accoúnts.is to:get the hang: of 7. 
E point i in his comment. He had more of a ' shopping centres. now planned: will: be : the “group. and to-see how the ‘various ` 
p> 
“<-> _.. point a year ago when'shareholders' funds ^ profitable to the smaller shop user whose- investment bits’ and pieces fit together-in ` 
. were just under £9 million. - l high : rents are subsidizing the’ larger space- a’ \jigsaw’ of “apparently. unconnected: 
=" : After. considerable -vicissitudes,. Stylo users . commonly: "found in our High“. interests. Selection "Trust's report , pro-- 

t is now. beginning. to come right and the Streets’. oa . vides the wherewithal for “getting: the 

7 company itself is reorganized as.a holding: - - Mr Ziff should En Hei is: ‘also chair ‘hang’ by. providing a chart of corporation ` 

+7. company with Stylo Barratt Shoes, Stylo man of Tówn Centre Securities, the Leeds «structure by the geographical regions in 
ÓN Barratt Prope tes and . M: pu property development. concern. TM which the group. Mr E Australia, : 
M BONOCHORD LIMITED AND SUBSIDIARIES BONOCHORD LIMITED ' P a 
E E. a Y A ~ - 

"P CONSOLIDATED BALANCE SH EET. E S wq BALANCE SHEET. is MES CX La ae 
iM E st Decembar 1972 7 s vj et Decertiber, 1972: : ee 3 o 

Po j LA. : 1972: 492 o E a x A ee 1972. 1971 5707 
S i ‘Notes E '000 .£'000 - £'000 - £'ODO . ; E : , Notes. E7000, “£7000 £'000': £'000 . 
EN | > de d Ei. die ^ p on ia EN i 

EA Shareholders’ Funds "oO eee a3 m ae e QUEE ES "Sh ardicldulu- Funds i : | 

— .:. Issued-and Fully: Paid Capital of Bondchord o qe ~~ ^"^. a | Share Capital ` is i i o a 
^3 g Limited ` ed] 1,491. . 1,042 <=]. Authorised: 30, 000, 000 Ordinary Shares - -— as ER 

“+. "Share Premium Account EXT 1,697 582 of Bp éach - vas u^..51,500 1,500 
a Capital Reserve ` B 3. - 19 2,03. - ux 
zi „Profit and Loss count 2 ta 40, Issued : 29, 820, 397 Ordinary Shares of, TM ; 

ES cos h, om a Mt ` 5p. each’ "M n ` a - o3 1,491 i 042° - 

~ ye É o EXE En Ta 3,265 1,670 Share Premium A&count. A oe T ee 2 1,697 . m :582 

: T AC ae as a tae tt A, NEL Profit and Loss. Account. e d MA T Ae O DE 

x: Represented by: .- . te ee " 2145 H^ up us 2 2o — s E s 
--.- Fixed Assets (see pago 48) ` " l 1,428 :645 . F : - .. 7, 3,202 731,625. 
T a Goodwill * *^ 1,896 - .." BZ |: : REEL MS. 

- ^ Investments . ; Mo s 228. "uvm o0 1255. [p Hepresantad by J TW (Lm Sea NE 
>. * „Current Assets. E Boa y tee * vost CA 02] Fixed Assets (See page 18) - .. MES PR 55 Lon unu 30'. 
2 oa Stocks and Work i in Preas „2,053 i 1 ,734 Xon Ausser Subsidiary and Associated Companies ; 5 t 4,913- "2,528" 

, «i7. 'Debtors and Prepaymerts. E 6 2,040 1,494. ~ = |. Goodwill’ e O ae n e 13. >>. 13 

age _ Cash SR 93 . 108 - |: Current Assets `., ET POM " ^ Loue xod e ere o je t 
ER AM uS NP UNE ———À —— p- ^|, ‘Debtors: and prepayments kee 55 cca ye 
S | E 4,186: .- 3336-." 7. | Cash ue ME. oe du 

su. Current. Liabilities — - EIE E pru l À | 02. fs BBS | 88: 

24i - Bank Overdrafts . 7 . 1,348. '809. e DEAS E Large E == ME. 

zo oc a Creditors - .8 .1,675 ;- 830. 25. v |. Current Liabilities DIC Ou AA oe 
ER - Current Taxation soo. V 429 "To M3- A Beg Bank Overdraft - 1 vv 7 -4,052. 507 

" Dividends: T Prom M P. Ev Creditors ` = -253 95 - 

3 . “Interim (paid 26th January, 1973) . , $5 - QUEE um ta Current Taxation : j ` -7.49 6 

le oe , Final al (proposed) 102. ¿0.063 ns cs »Dividends: - ‘a? ER Put A 
MEER. la 4 e] Interim (paid: 26th in 1973) "65. = 

ae -- 3,619 AM 2412 0 Final (proposed) . 102 -63 

E i 2 oh» xu 4*5. BERI A > ` - : L52T . ^ emi 7 
DAL c WES NOE Ap NE ce Hoe cope l ro ug — (1.466) (635) 
` DU x > E ` = a 3 . x 2 a ae Ds 4,019 nr p^ “2,273 > de N S » À " ; - i 
»',..' .Long Term Liabilities.. : 9 ,,505. , “o 462. 0 "M B x ie d s 3,515 v. 1,936 
S727 Minority Interests ~ 60. v 67. .- Long Term Liabilities : - - 9, 361 E a : 

.., ., Deferred: Taxation . ^ 189 4 x9029. 44 ees T ev "MS bm quu — Te 

= jet E " ES ae ü ye. acid, ue FER IPHONE E ga > A NES: D 2 n. Ur. "c a a 3,154 m 21, 625 - 
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POTE pu 3285. ... - 4,670, ^| EI. tu "^ 3,202 - DR » 
IX pa -. apt 2. deu e Signed, ; R. Rigby, im o om S CON 
bs : A > r a i E f E ay A JD. C. s oer P. ae , A at p E E f EE “i 


+ 


-> 


he 


t 
, 


1” 


” 


I 
^ m 
E] 


zt» 


- 


T 1 
^ 
` 


J sb 264% 1973 - 


y z 
E 


TA A 


North: (ACE Afia. and. the United 


` Kingdom. 


Selection : Trust ako oda an 


analysis. of assets, by commodities — nickel, 
iron, :copper,. lead, zinc, : molybdenum, - 


diamonds, ‘gold, sundries and profit on ` 
realizations -ás well as. by ‘geographical - 


“situation .— 


Australia, North America,” 


- South West: Africa, South Africa, Central. 
. Africa, Ghana and Sierra: Leone, and 


finally ‘UK and: elsewhere’, .. 
‘Mining, and mining finance coriipanies, 
,. generally report well. The trouble is that. - Ex 


much of what they report. on mining. 


..technicalities i is incomprehensible to the- , 
--jayman. Selection Trust Have cultivated a' `. 
SECURE for making the ege clear.” - 


Strength of. ICFC | 


FTER another- record. year. for In- 
‘dustrial: Commercial “Finance Cor- 
, poration, Lord-Sherfield, ICFC's chair- 


- man, sees a: further record «year ahead. 
, In the twelve months to last March the , 
—volume of” -new business: 


c 


~ 


transacted -` 
reached a peak [3977 million and current: 
investments rose to £185°3 million: +. 

“Lord Sherfield, in his annual review, 
says the. Corporation now".combines 'a 
_ strong cash position with a high level of ' 
„commitments at the. year end-and àn- 


a 


. increasing demand from its: customers, . 


. With. the. coincidence’ of ` tight money . 
- conditions and a significant increase in 
^ the level of industrial investment, “strong ^ 


` demand should continue and even; sae ý 


' crease this year. 


Ld 


“ “Apart from. its main-line ben ‘of DE 
`. providing : finance for iridustry,. ICFC has. 
E ud many ‘other activities over the . 
.yéars. In ‘the -past year: Mergers and ' 
Issues department activity continued ‘to ' 


grow, with five new issues-and as. many as 


119 mergers, involving customers com- .. 
“pleted, ‘and £119 million, provided in: 
"support. Technical development capital `. 
Sn providing finance for high. technology: ' 

projects invested: a furthér £957,000, :: 


: ES the current investment total to 
+ "over-£8 million: in 100: companies. : e. 


. Consultanóy; companies specializing in’ , 
assisting small- “and medium-sized busi-., | 


‘ness found lower than- normal ‘demand for. 


"their services but ' prospects seem. better. `. 
. ICFC's *- computer bureaux had a” 
„difficult year. but with the growth. of. the: 
` services, provided by SCAN and new 


Deeds in- services; offered by 


Capital Cities. Cómputer: Centres Hu | 


Progress is expected. .. > 
- Meanwhile, explanatory talks are going 


4 


‘+. “on concerning a merger with’ Finance | 
‘.", . Corporation, for, Industry... In 1945 one» 


..finance: 'organization allied. to the banking 


system. was. envisaged but two- were '. 
: "finally formed, with ICFC established to: - 


; cater. for male and medium-sized com- 


panies and. diet for major t concerns. 
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NOTES ÓN THE BALANCE SHEETS. 





INVESTMENTS 


E 


Ordinary shares Nominal Value 


* 


+ 


£'000 


t 


of bp each 


“4 
rP 


(t 


SHARE CAPITAL: -. `. 


a a x 
' 1. 
A 


Investments are made up as follows :— . 


i 


,000) ` 
) E 


Li 


000 


' valuation £25 
rs’ valuation: £2, 


t 


Directo 


any at cost 


t at cost ( 


en 


i 


(market value at'31st December 1972; £25,000) 
Other unquoted.invéstm 


Investments quoted on aforéign Stock Exchange at cost - ON 


Investment in.associated comp 


.. Uriquotéd trade investment at cost' (Directors 
| Add: profits retained : 


, 20,833,968. ` 


\ 


‘Acquisition of G. A. Thompson (Opticians) Ltd. 


Acquisition of Livingston Hire Ltd. doe 
_ Acquisition of 49% of Euro Electronic Rent G.m.b.H.. '. 


‘In issue at 1st January; 1972: "^ . 
Acquisition of.H. & E, White (Holdings). Ltd” = 


4 


* The issued and fully paid capital ofthe Company has altered during thé year as follows :— 


Y 


* 29,820,397 | 


: £'000 ^ 


` 2.,'SHARE PREMIUM ACCOUNT . ^ . 


E "ul if 
1 
3 


. Movements during the year. hava, been :— - 
- "Balance at ist January, 1972. . 


f 


; 


5.: SUBSIDIARY. AND'ASSOCIATED COMPANIES - i 
” Sharés in subsidiary companies at cost or valuation at 1st January, 1972 + ` Ni xd noi 3 
Cost incurred in 1972 relating to subsidiaries acquired in prior years C a 


. Adjustment arising from differences on exchange .. 
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expenses relating to shares issued 
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G. A. Thompson (Opticians).Ltd. 


Livingston Hire Ltd. . -.. 


Premium. on allotment of Ordinary Shares for the acquisition of 
49% of Euro Electronic Rent G.m.b.H.. 


: H. & E. White (Holdings) Ltd, 


* Add: Cost of acquisitions during the year: . >. IDs 
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-. H. & E. White (Holdings) Ltd. 
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. G. A. Thompson (Opticians) Ltd. 


. Livingston Hire Ltd: — 
*7.. 49% of Euro Electronic Rent G.m.b.H. 
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Movements.on capital reserve have been: 
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Surplus arising-on professional valuation of leasehold property | 
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“GEE & CO (PUBLISHERS) LIMITED - 
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| Overseas 


à AUSTRALIA. 
Tue Law Book COMPANY LTD | 
301-305 Kent Street, Sydnéy, New South Wales 


T€ U.S. A. y i a m 
THE COUNTING House PUBLISHING Co " Lp. 
. Thiensville, Wisconsin, ih S.A. ESO 


INDÍA 
CHARLES LAMBERT & CO . 
101 Mahatma Gandhi Road, Post Box No. 1032 ' 
' Bombay 1, India 
CANADA E O o E 
HB CARSWELL COMPANY Lr». E 
. 2330 Midland. Avenue, Agincourt, Ontario, Canada * 


«<= SOUTH AFRICA | 
" “JOHANNESBURG AGENCIES J 
P. o. -Box 10167, Johannesburg, South Africa 


NEW ZEALAND 
* SWEET & MAXWELL (N.Z) LID 


t ÉL 


" HONG KONG |. ."^ . 
s, SINCERE COMPANY LTD ; ' 
| 173 Des Voeux.Road, Central, Hong Kong ji 


- ISRAEL 


'STEIMATZKY'S MIDDLE EAST AGENCY Lap NES EE" 


P.O; Box 628, Tel x Israel 


1 GEE & CO (PUBLISHERS) LIMITED: 
'151 Strand, Lorton WC2R 3 
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n | : TWELFTH -EDITION. 


. ^: PALMER'S - 


NOTE BOOK 


^ By ALFRED PALMER, F.C. 


"| Auditing, Banking and Exchañge, Bankruptcy: Law, Book- 


f 
f 


keeping and Accounts, Company Law, Costing, Deeds of 
Arrangement, Economics, Executorship Law and. Accounts, 
Mercantile Law, Partnership Law and Accounts, Procedure 


at Meetings, Rights ànd Duties of Liquidators, Rights and ` 
Duties. of Trustees, Receivers, Secretarial Practice and 


pas Statistical. Methods 
A 
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q j * for reference s: 


invaluable 
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kasatime-saver | 


E e m * during revision 


e For Accountancy and Secretarial Students 


Twelfth ^ £230 | 


Edition È > £2.30 


210 pp. Bvo. 


, (interleaved) 


acking & VAT (2p) U.K. 
Emm nmm ? eo m 


GEE. & co (PUBLISHERS) LIMITED 
' 4 181 STRAND, LONDON WC 1) 
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Image Transfer . 
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FREE LISTS OF VACANCIES 


will be posted to you or youcan ‘call ait our Information Centre: 
“and — without any form-filling - study the classified registers. i 
' Over 500 vacancies in the U. K. and overseas Gur yon the 
widest choice. Ring for relevant list! 


» £10,000. 


Conni and Industry: R. Thornhill 01-628 8860. 
Vacancies ‘cover the whole range from Trainee to Financial 
Director. Salaries; üp to £7 „000+ ^ 


' Public Practice: L. Kelleher; 01-628 4550 f 
: More than 300 Professional firms. utilize our services: in 
-engagement of all'grades of staff from Articled Clerks 
to Partners. Salaries: U.K. - - upto £5 ,000; Overseas — up to 


pom Staff: ; M. paren, 01-628 0391. 
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| à PREPRINT(ST TROUD) LTD | 


FROMEHALL MILL, LODGEMORE LANE; 
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Many hundreds ol accountants have found the ight job 


. Terms are better ` than i is usual for temporary a amar 


RICHARD OWEN ASSOCIATES © 


- & 


Box 23, 47 Finsbury Court 
. Finsbury Pavement, London EC2A 1HT" 
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‘Note: Week-ends and evenings answering service 01-628 8860 
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RS Examinations of the E ANE ee A ee M. 
Za Institute of Chartered Valuations: | m PM 
D Accountants diuo MELOS NIS 
B "" i ie Epinions dig oth quan of Charred Accoutat, Metro 2. (75 for balance sheet ` N - 
“> 571,000 SUCCESSES AND 350 HONOURS E : 
i MK M Y 2 I 3 mortgage probate B 


E "Nr v E pide. fifty-six first places, thirty-cight second places, sixty-six’ third and’ fourth Pc 24 
bcc 'places, and numeris prizes: medals and scholarships.. : a i Eb e: insurance, investment 


co a "* The Metropolitan College offers you the benefit of - , | EINKED PRIVATE. - 7 $6. 
; a tA -' sales, lettings and o 50 [o 


s$ "7: ^ more than sixty yzars' accumulated experience in. 
Pc NE k "examination a agr 1 ful, 2 The Ln Colon af M " 

zn A guarantee of coaching until successfu A. e ton ege of |: ` ' . So e ir SS 
- e Helpful, ii study notes, mostly i in- printed’ Seep an .Metro- | - - management ` Re don. Ta 


. pocket-sized booldet form.  . s '.politan llege now |^ | 3 US ; 
^ Vk Adequate test practice and tutorial criticism, "| offer- facilities — i of commerciàl and `- 


T a * Je Invaluable self-exemination questions; .”.* ‘integrated . oral jc Ris. Gi. E Vet ON RE 
oU IS. + te Official publicatióas of the Institute, appropriate correspondence . tuition, " ae industrial properties eat cdi 
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a Que A us $ INFORMATION on particular subjects, _ 
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i - Write today fór' a free copy of this college ‘Accountancy’ Prospectus to the : To: 


MESS. - ; Metropolitan College, St Albans (A1/41)1,0r CALL at 30 Queen Victoria Street, 
' ‘London EC4N 4SX.. Telephone 01-248 6874. After. Office hours .(5 p.m. . 
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For ‘nearly. 100 years, we. 
"have, published .bóoks:: for- 
ss ox accountancy profession, - 
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July 2h 1973: LB. o" 


INIMUM. er iie at 9 per 


cent, as high as it has ever been, 
has at one stroke (to recoin a phrase) 
reversed the downtrend in the price of 


money in the first half of this year, and. ` 


in. the name of protecting the .pound 
has added substantially to money 
costs and therefore to prices generally. 
Prices, that is, with the exception of 
` those of Government stocks in the 
gilt-edged market where 11 per cent 
yields stand as a distressing sign of the 


abysmally low rating of British Govern-: 


ment credit — always assuming there is 
any credit left. 

The rise in the minimum lending rate 
— there were early false calculations on 
the Treasury Bill rate suggesting that 
the figure could be 10 per cent rather 
than 9 per cent — came the day after 
the Bank of England had called for a 
further 1 per cent of special deposits 
. from the clearing banks. When the 
deposits are made in August, the 
clearing banks will have some £1,000 


million on special deposit, with the 


Bank of England. 


PROFITS 


, One thing that a 13 point rise in 

-Bank rate does is to lift bank profits 
still higher — and ‘still’ is the word 
‘considering that in the first half of this 
year bank profits were on average 
something around 80 per cent up on 
the first half of last year. 

In the pitch of banking profits lie all 
the many and various anomalies that 
develop once Government action be- 
gins to attempt to alter supply and 


u^ 


Bank of England Minimum Lending Rate 


/ 





enough. 


" THE 


- ACCOUNTANT. 


demand, and when institutions not 
primarily concerned with profit attempt 
to order the affairs of those that are. 


^u 
-r 


CRITICIS M 


When the style of’ control of money 
supply and credit was changed and 
when, in fact, control of banking 
operations was virtually lifted and the 
banks became almost entirely free 
agents at the joint command of 
Treasury and Bank of England, a new 
age of banking profitability was 
opened. 

Government action since then has 
done everything to reinforce the 
benefits of that change and practically 
nothing to curb them. So the banks 


are now making profits that bring - 


criticism in their wake and naturally 
some. discontent 


in the attraction of staff 
because of inability to pay consider- 
ably higher salaries. — 

There are suggestions that the 
banks should somehow cut their 
profits and somehow give their money 


.away before the- Government takes 


RATES AND PRICES 


Closing prices, Tuesday, July 24th, 1973 ^ ` 


. gage 


among 
staff who see huge profits being made, - 
 but.also see the banks unable to ~ 
compete 


J]. action. It is largely Government action, 
. of course, that has been responsible 


for the huge lift in bank profits. : 


UNTENABLE 


The.new rise in Bank rate has made it 
abundantly clear. once again that 
institutions which, because they are in 
the public .eye, have to bend to 
political pressure can expect no poli- 
tical or public reward. Exactly a week 
after the Chancellor of the Exchequer 
had succeeded. in leaning on the. 
building societies to the extent that 
they adjusted to a 93 per cent mort- 
rate, the Chancellor of -the 
Exchequer in effect raised Bank rate 
from 73 per cent to 9 per cent and 
made 94 per cent on mortgages an 
entirely untenable rate. The building 
societies are now faced with a con- 
siderable exercise in public relations. 


RATING 


What is to be hoped will prove the 
final spasm of soul-baring by. Slater 
Walker takes the form of a-full— one : 


assumes it is full — list of companies 


in which Slater Walker directly, or 
indirectly through associated trusts, 
holds reportable share stakes. It 
is one of the associated trusts — 


Dualvest, known as the 'dustbin' trust. 


by the irreverent — that is the subject 


‘of Mr Slater's more notable marks of 


repentance. 

Criticism. of the trust, particularly of ` 
its preponderance of holdings in Slater 
Walker satellite companies, moved Mr 


. Slater to offer to buy out shareholders. 


Finance House Base Rate — July rst, 1973. 94% 
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_in the matter, nor r apparently were they offered any alternative, 
` proposals. 


The two employees duly went to Fulham, and worked there 
for three weeks, though working conditions generally were less ` 


Is - favourable than at Chelsea. and involved them in'a longer 
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Receiver: Effective: Date of Appointment . 


ONEY repayable on demand, it has been 'stated'j in the 
Chancery Division, must be feady to'be handed over; and 


a debtor company is not entitled to. further time in which: to. 


try to find it. 
Two limited i con-panies, C Lid and its subsidiary P Ltd, gave 
- debentures to a bank in 1967 to secure C's indebtedness on 


"." overdraft. “C's financial position in fact worsened, and ‘on 


August 7th, 1969, the bank's district manager recommended to 
his head office the appointment of a named prospective receiver, 


' who he had ascertained was willing and available- to act. It 
was the district manager’s intention to make formal demands for” 
' holiday, did not suffice to show an agreed variation or: replace- 


payment on C arid P, at a meeting already ds with C's 
chairman for August Sth. 

Forms appointirg the receiver, dated Aügust 7th, were 
collected from the bank's head office by the receiver’s assistant, 


.on August 8th. Also on August 8th, the district manager of the: 


. bank told .C's chairman of the intention to appoint a receiver, 


and made formal demands for payment, which, were not met.. 
' The receiver took Tos of C's assets, wach were sub- 


 sequently sold. ` 


In actions against the receiver and the bank, C ed P claiined. 
" that the forms appointing the receiver were dated August 7th, 


whereas the demanz for payment was not made until August 


8th; and that the appointment was therefore invalid. Although | 
C had: been: short of liquid resources at the time, the debentures : 
^ had been adequatély covered, and insufficient time hàd been, 
-. allowed, after making the demand, for payment to be made or 


to negotiate a sale cf the assets. - 
Dismissing this argument, Goff, J, said. that, despite the date 


. of the documents, the receiver could not have been appointed 


on August 7th; the eppointment had to be communicated to the 
receiver before becoming effective: The bank had asked before- 


hand if he was prepared to act; but he would not know that the 


appointment had been made until he had been told of it. The 


intention was that the receiver's assistant should hold the forms - 


as agent for the bank until the demands for payment had been 
"'máde and not satisfied; once the receiver had been told of that 
and the forms had bcn released to him’ or his assistant, the 


^ appointment was complete. 


[S 


R. A. Cripps & Son Ltd v. Wickenden and another (1 17 Sol. T^ 


M46. a 
Employment: Repudiation of Contract 


CQUIESCENCE by an employee; for a limited period, in. 
changed conditions of employment does not amount to an . 
"agreed variation of the original contract of employnient, the i 


NIRC has decided. 
'S Ltd occupied premises at Chelsea. On May sth, TOJ; one 


y 


_ Of the directors. verbally informed G, an employee, that the: 
.^ , company would be moving its business to F ulham, though no 


. date for the move was specified. On May 15th, G and another. 
e . employee were instructed to report for work at Fulham on the 
following day; they "were not consulted as to their own wishes - 


journey each day. They then took two.weeks' holiday, (to which 
they were entitled) and, on their return, gave 5 one ' week's 


` notice and left when this expired. They subsequently. claimed 


redundancy payments; an industrial tribunal allowed the claim, 
and the employers appealed to the NIRC. i 

On the appeal, it'was argued for the employers that, although 
the moye to Fulham was a wrongful repudiation of the contract 


of employment, the employees had not accepted such repudiation 


and the contract had continued at Fulham; that the contract had - 
not been terminated unilaterally by S, but by mutual consent; 
and that G was not entitled to redundancy- pay: 
Rejecting this- argument, the -Court found that- S. had re- 
pudiated the contract of employment at Chelsea and that:G had ' 
never committed himself to working. at Fülham. An employee 
in: such circumstances, going to the new workplace with an- 
open mind, was uncommitted for a. period while deciding 
whether to accept the new employment — in which case he . 
would not qualify for 4 redundancy payment — or whether to 
accept the employer’ S repudiation, which would piven rise to such, 


“a payment. 


The three weeks’ work’ at: ‘Fulham, followed by two weeks? 


ment of the previous contract. S had no contractual right to 
direct G to Fulham, and the time which was allowed to go by 
was not so long as to imply the agreed substitution of a different: 


. contract. The notice given was an acceptance of S's repudiation.. 


^ Asa rider to its decision, the Court added: “The company [S]. 
would have saved itself and others a great deal of trouble if it 


- had adopted the simple expedient, inline with the Industrial: 


Relations Act 1971 and the Code of Practice, of making known 


*in'advance details of the job and working conditions at F ulham, . 


and establishing in advance who was willing to work there and. 


who was not willing to do so. Instead, the company seems to 


have taken no steps to keep its. workpeople informed.” 
Shields Furniture" Ltd: v. oe. and another [1973]. 2 Ai ER. 


653). 


Scope of Employmeñt ' 2E E 
employer may be liablé for acts of his employees which he 


{ 


An not himself - authorized, ‘provided ‘that they' are so 
'connected with acts which he has authorized that they may. 


rightly be regarded as. modes — although improper modes — of 


. doing them”. This liability. does not. extend,. however, to acts 


outside the sphere-of.the employment. 

M was employed by London Transport as a bus driver and 
found himself unable to move his bus out of the garage. for à 
scheduled journey because another bus was parked in an 


. obstructing position. He asked his conductor, C, to find some-. 


one.from the engineering department to move this secónd bus; 
C, however, attempted to move it himself and lost control of it, - 
with the result that M was érushed between the two buses. He 


.' sought damages against London Transport who were vicariously . 


liable, as he claimed, for C's undoubted negligence. 

London Transport’ s staff rule book and hotices posted at the 
garage both clearly forbade conductors: from driving. buses; 
C knew this, and in fact had never driven a bus before. It was 


contended for M, however, that it fell within C's overall: duty 


to co-operate with his driver in getting the bus on to the 
road, and that he was thus performing an authorized act in an 
improper manner, i.e., by breaking the prohibition on driving. 

The Court of Appeal dismissed this argument, though ‘with 
some regret’.. Driving a bus was not within C's sphere of 
OPO a prohibition on driving limited his sphere of 
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employment, and was not an instruction dealing only with 
conduct within that sphere. Though it might be less productive 
of anomalies to make an employer vicariously liable for the 
conduct of an employee “seeking to do what was in the em- 
ployer's interest or intending to do what was part of his employ- 
ment even though he was mistaken”, that was not the law. 

Mohammad Iqbal v. London Transport Executive (The Times, 
June 7th). 


Insurance Policy: Exception 
RN by fire of an inherently unsafe installation 


erected by a firm of tank and pump contractors fell within an 
exception in their public liability policy which excluded in- 
demnity for “death, injury or damage caused by the nature or 
condition of any goods or the containers thereof sold or supplied 
by or on behalf of the insured”, the Court of Appeal has decided. 
W installed plant at H's factory for the storage and dis- 
pensation of heavy wax. Thematerialsused werein fact unsuitable 
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— including a plastic pipe wrapped round with heating tape — 
and, when the current was left on overnight in cold weather, the 
pipe caught fire and destroyed the factory (Harbutt's Plasticine 
v. Wayne Tank & Pump Co, The Accountant, February 19th, 
1970). W paid compensation to H, and now sought an indemnity 
under the terms of an insurance which indemnified them 
(subject to the exception quoted above) against all sums which 
they should be legally liable to pay consequent upon accidents 
happening in the course of their business elsewhere than on 
premises owned or occupied by W. 

Dismissing W's claim against the insurers, the Court held that 
of the two causes of the disaster, the dominant cause was 
putting in a system with a pipe likely to melt under heat and 
cause the danger of fire. 'The action of an employee in leaving 
the current switched on while the premises were unoccupied was 
no more than 'the precipitating trigger' which brought the 
disaster about. 

Wayne Tank & Pump Co v. Employers’ Liability Insurance 
Corporation (123 NLJ 589; The Times, June 8th). 





Letters 


Register of Accounting Machines Wanted 


Sir, - My attention has been drawn to Mr L. A. E. Bourlay's 
letter on the above subject (July 12th issue). 

May I suggest that a large proportion of the information he 
requires is available in the National Computing Centre publica- 
tion Fact Finder 1- Visible Record Computers. This covers, 
inter alia, machine size, peripherals available, applications, 
training facilities, price range, delivery, type and cost of main- 
tenance. The copy I have seen was published in 1971, but 
there may be a later edition, and whilst the manufacturers are 
constantly developing these machines, much of this is in the 
form of additional *bells and whistles', and the guide would 
form a useful starting point. 

With regard to leasing cost, if my own experience in leasing 
a large computer is any guide, the terms obtained depend, not 
on the machine, but on the attractiveness of one's own company 
to the finance company, and the best advice here is to shop 
around. 

One other factor should be considered. No guide can cover 
the variations in service offered by a particular manufacturer in 
different parts of the country. A manufacturer can have a 
deservedly good reputation for maintenance and/or after-sales 
service in one part of the country, and an equally deserved bad 
reputation for the same services in another part. There is only 
one way to check — get a list of the local installations from the 
salesman, and contact each one personally. 

In this connection, there is one other point to bear in mind, 
the question “How much does the manufacturer want my 
installation?" If he wishes to get an installation in your type of 
business, or to get the first of a new model into your area, he will 


often be prepared to make a loss on the installation to achieve 
his aim; otherwise there is a limited amount of profit on each 
sale available for after-sales service, and this is the limiting 
factor. 

With regard to the suggestion that the Institute might 
maintain such a register, you may be interested in the enclosed 
report [not reproduced] which represents a small step in this 
direction taken by the Sheffield and District Society of Char- 
tered Accountants. You will observe that this report covers the 
application of various types of machine to the problem of 
incomplete record work, and also lists various computer service 
bureaux available in the area. Copies of the report are available 
from the Society's office at 22 Norfolk Row, Sheffield 1, at 
30p. 

Yours faithfully, 


Sheffield. G. HOLLIS, F.C.A., F.B.C.S. 


The Arithmetic of Inflation 


Sir, — As a trained accountant, I find the absolute truth of the 
proposition that 2 and 2 make 4 fascinating; the beauty and 
symmetry of it, wondrous to behold; the purity of the addition, 
irrefutable. - 

Four units is the selling price of an article in the market 
place until government comes along and adds 1 unit for in- 
direct taxation: 44-15. Not so, says government, it still equals 
4; we have not altered the price, you just think we have. 

Four units is the sum of the wages paid to make the article 
until government comes along and deducts r unit for direct 
taxation: 4—1—3. Not so, says government, it still equals 4; 
we have not altered the wages paid, you just think we have. 

In the market place, there are now 3 units left to purchase 
goods costing 5 units. Not so, say government, here are 2 more 
units we have just printed: 34-2=5. 

But 4-+2=Ó6, so the result is a 50 per cent increase in the 
money supply. The selling price of the article is now 4-- 1X 5, 
a 25 per cent increase; while the wages paid remain at 4—1— 3, a 
25 per cent decrease. The inflation generated, or the loss in the 
purchasing power of those 3 units, is at least 25 per cent, could be 
334 per cent and will eventually be 50 per cent. 

When will governments learn? 

Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, 
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What Future for 
Computer Clubs? 


Y a ‘computer club’ the National 
Computer Centre mean a co-opera- 
tive scheme by a group of people with a 
common problem concerning some as- 
pect of data processing. The scheme 
may be to establish a central data pro- 
cessing facility for use by members or 
to develop a system for a particular type 
of application for use on an independent 
bureau; or it may be to develop a com- 
puter education and training facility. 
The basic principle is discussed in 
Computerguide 10, published by the 
National Computer Centre, price £1-50. 
This Computerguide makes the assump- 
tion that computer clubs will be set up 
and operated by trade associations. Two 
case studies are given — The National 
Federation of Builders’ and Plumbers’ 
Merchants and The Agricultural 
Machinery and Tractor Dealers’ As- 
sociation. 

Since the basic function of data 
processing in business is to keep ac- 
counts, accountants must necessarily 
be involved in the formation and running 
of clubs of this type; further, if Con- 
tinental experience is anything to go by, 
VAT will have the effect of extending 
the automation of company accounts 
amongst smaller businesses. Computer 
clubs formed by groups with a common 
interest is one way to do this economically. 


Audit feasibility study 


An interesting study could be directed 
towards finding out whether there is 
sufficient information available in data 
form within these schemes to make it 
feasible to extend the automation to, 
say, trial balance stage. Looking at the 
possibilities from the outside, it would 
appear that auditors should be able to 
save themselves a considerable amount 
of routine work if they could use the 
output from group co-operative schemes 
as the input of a co-operative scheme of 
their own, designed to build up a set of 
clients’ accounts. An office or direct 
entry computer can be used in this way, 
and instances where individual pro- 
fessional accountants are using this type 
of machine are to be found. 

Since a co-operative scheme implies 
a degree of standardization, there seems 
no reason why this standardization 
should not be used to carry automation 


forward to the audit stage. To find out 
whether there would in practice be a 
worthwhile gain would require a feasi- 
bility study and at the present time there 
may not be a sufficient number of 
companies using trade association schemes 
to warrant further action. However, 
with the 'retail revolution' which is 
now taking place and the possibility of 
electronic terminals replacing traditional 
cash registers to give retailers and whole- 
salers up-to-date sales and purchase 
information, the position within five years 
or so may be very different. 

David & Charles (NCC  Publica- 
tions), South Devon House, Newton 
Abbot, Devon. 


New Code Converter 


SINTRON ELECTRONICS have introduced the 
Series 2500 paper tape to paper tape 
code conversion system from Perex. The 
2500 has applications in keyboard to 
tape, tape to tape, conversion, verifica- 
tion and comparison to two tapes. A 
feature of the system is that it can 
simultaneously drive a line printer in 
parallel with the paper tape punch to 
provide instant visual confirmation of 
satisfactory code conversion, while the 
paper tape punch and reader can be used 
independently. 

Various other features are incorporated 
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The PEREX 2500 paper tape to paper tape 
code converter. 
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which are primarily of interest to the 
operator. 


Sintron Electronics Ltd, 2 Arkright 
Road, Reading, Berks RG2 oLS. 


Complex Visible Record 
Invoicing 


WHAT is said to be one of the most 
complex invoicing routines anywhere — 
export documentation and invoicing of 
Scotch whisky — is being carried out on 
an R$80oo visible record computer. The 
complexity arises from the number of 
brands sold and the number of different 





Scotch whisky for export — with documenta- 
tion by Sumlock R8000 at Hiram Walker & 
Sons (Scotland) Ltd. 


ways in which they are packed, from 
bottles to bulk containers. In addition, 
the import requirements of 145 countries 
have to be complied with. 

In all, some 12,000 invoices a year were 
produced involving up to ten lines per 
invoice by two operators, one of whom 
was an audio typist and the other a 
copy typist. 

The point of this story from the 
equipment manufacturer's viewpoint is 
that, because of the position of Scotch 
whisky as a high duty product, docu- 
mentation has to be more thorough and 
accurate than with most other products. 
By implication, the R8ooo is capable of 
tackling any other invoicing problem 
of a similar magnitude. 


Sumlock Comptometer Ltd, Anita 
House, Rockingham Road, Uxbridge, 
Middx. 


New Price Structure 


COMPUTERLINE BUREAU SERVICES have 
announced a new price structure for 
their 1900 batch and terminal services. 
The company's charges are now based 
on the time involved in clerical pro- 
cedures, the cost of any additional or 
ancillary services and the cost of com- 
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puter usage. In turn, the various elements 
of computer usage have been simplified 
and the cost is now based on the number 
of processor seconds (nill units) con- 
sumed and the number of transfers made 
by a job. 

'The new system has the advantage that 
it can be checked by the user from the 
pricing document provided, and is not 
subject to influences which are outside 
the user's control. 


Computerline Bureau Services, Com- 
puter Office, BAC Ltd, Brooklands 
Road, Weybridge, Surrey. 


Multi-access Minicomputer 
System 


RECENTLY introduced by Advanced In- 
formation Access Ltd, a minicomputer 
system capable of 'real time' processing 
would appear to have cost-performance 
advantages. Considerable emphasis was 
placed on the software support for the 
new system, a computer without software 
being compared to a car without an 
engine. 

The cost of a three-visual display 
system with a 10 million character disc 
memory and a medium speed printer 
was given as about £24,000. Such a 
system can be tailored to a user's require- 
ments in three months, and delivery 
timed so that it can be doing productive 
work within a month of installation. 
The visual display units used for data 
entry operate independently of each 
other, and information entered can be 
checked against disc-held master files, 
thus providing for checking at the time 
of entry. 


Advanced Information Access Ltd, 36 
Parkside, Knightsbridge, London SW. 


Data Storage Cabinets 


FITMENTS designed for the storage of 
computer tapes, disc packs, paper tapes, 
print-out binders, punch cards and 
card indexes are offered as part of the 
Sankey Sheldon range of 14 steel 
storage cabinets. "These fitments include 
slotted, numbered and adjustable shelf 
racks for magnetic tape reels of all sizes; 
a roll-out shelf with frames for 8o- 
column punch-card trays; a roll-out 
drawer with adjustable dividers for paper 
tape storage; a roll-out disc-pack she:f 
faced with ribbed rubber; and shelves 
with steel dividers for housing printout 
binders of all sizes. 

Internal support for the fittings is 
provided by adjustable strips at lin 
centres to allow for complete inter- 
changeability and height adjustment. 

The metric-dimensioned cabinets, with 
a choice of open fronts, blinds or 
lockable shutters, are available in heights 
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Sankey-Sheldon's special fitments for com- 
puter file storage. 


of 1100 mm, 1505 mm, 1850 mm and 
2200 mm. 


Sankey-Sheldon-Unistrut Division of 
GKN Sankey Ltd, PO Box 214, 
Hadley Castle Works, Telford "Fr 4RE. 


Honeywell Expand 6000 
Series 


BY lowering the threshold of their large 
Series 6000 computers by the introduction 
of the 6025, Honeywell anticipate winning 
a large slice of a {200 million market 
in Britain over the next five years. 
The new computer system reduces 
costs by over £2,500 a month on rental 
and over {£100,000 on purchase com- 
pared to a basic Model 6040 — previously 
the smallest business-oriented model in 
the 6000 range. 

The new model is completely com- 
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patible with all the others in the 6000 
family, according to Honeywell, and 
offers the same advantages as the higher 
priced systems, including extensive com- 
munications capabilities. 

It is impossible in the space available 
to summarize the hardware characteristics 
of a system in this range, but Honeywell 
have produced some impressive figures 
and bar charts to indicate the competitive 
cost/performance characteristics of their 
new model vis-a-vis competitive equip- 
ment from other manufacturers. A 
typical entry level communications sys- 
tem, comprising a 96K 6025, with 354 
million character disc storage, four 
magnetic tape units, card reader, line 
printer and Datanet 305 to handle 12 
teleprinter lines, would rent for under 
£9,000 a month. 


Honeywell Information Systems Ltd, 
Honeywell House, Great West Road, 
Brentford, Middx. 


BOC Stake in Systems and 
Software 


THE BRITISH OXYGEN COMPANY is pro- 
viding 40 per cent of the capital of ‘Triad 
Computing Systems Ltd, a new systems 
and software house recently announced. 
The success in the market of the BOC 
Computer Centre based on an IBM 
370/155 and its communication facilities 
has encouraged this further step in the 
company's policy of progressive invest- 
ment in sectors of the computing 
services industry. 

In addition to offering the normal 
software house services, Triad will place 
strong emphasis on the wider systems 
implications. 

Triad Computing Systems Ltd, The 
Tower, 229-243 Shepherds Bush Road, 
London W6 7AN. 





The board of the new Tr.ad systems and sotiware nouse, in wnich British Oxygen Co is taking 
a 40 per cent narticination. Mr A. R. K. (‘Tony’) Hardcastle, F.C.A., chairman, right, with, from 
left, Dr K. |. McKenzie; Mr E. Schneider; Mr A. Warren, and Mr M. J. Bevan. 
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David Colville Wins the 
Final Round in ICA Exams 


Sheila Masters, placed first in May 1972 
in the Final Part I examination of the 
ICA in England and Wales and first in 
the Intermediate, as well as collecting 
the Associate Examination Prize of ‘The 
Institute of Taxation in 1971, had to be 
content with second place in the ICA 
May Final Part II examinations behind 
24 year-old David Colville, of the London 
office of Price Waterhouse. 

David Colville came second to Sheila 
Masters in the Final Part I examination 
last year and was again placed second to 
her in the September 1971 Intermediate. 
His outright success this time not only 
places him first in order of merit, but also 
gains him the W. B. Peat Medal and 
Prize, the William Quilter Prize, the 
Roger N. Carter prize (equal with one 
other) and the Deloitte-Plender Prizes 
for the papers on Taxation II (equal with 
one other) and Auditing. 

A graduate of Christ's College, Cam- 
bridge, where he read modern languages, 
David Colville was largely influenced into 
entering the profession by the Cambridge 
University Appointments Board, and 
was subsequently articled, in 1970, to 
Mr M. A. Coates, F.C.A., a partner in 
Price Waterhouse. 

Very much a 'self-starter', he used 
plenty of personal initiative in his 
studies, supplementing them with a 
Foulks Lynch correspondence course for 
the Intermediate and courses with 
Financial Training Company and his 
own firm's training programme for the 
Part I and Part II examinations. 


In Part I of the Final, First Place, and 
the Robert Fletcher Prize were won by 
23 year-old Robert Cox who has been 
articled since 1971 to Mr G. E. Hedgman, 
F.C.A., a partner in the London office of 
Harmood Banner. 


Educated at Ealing Grammar School 
and Ealing Technical College, where he 
obtained a Bachelor of Science Degree in 
Economics, Robert Cox can attribute 
much of his success to his firm's training 
scheme which is linked to a unified course 
of private study and oral tuition given on 
a regular basis at Andersons of Caer 
Rhun Hall. In addition to this latest 
examination success, Robert Cox was 
awarded fourth place in Order of Merit 
and the Walter Gifford Northcott Prize in 


last year's May Intermediate examination. 
Married in September of last year, his 
placing certainly indicates that marriage 
is no bar to success. 
The full list of successful candidates 
appears as a supplement to this issue. 


July 26th, 1973 


ACASS CAREERS BOOKLET 


Following the approval given at the 
March ACASS Council for a booklet 
setting out career opportunities for 
newly-qualified accountants, and parti- 
cularly those about to qualify, ACASS has 
fulfilled a much-needed service by pub- 
lishing a useful careers guide. 

Entitled Careers Digest, and compiled 
and edited by Mr George Ormrod, 
B.A.(OXON.), an ACASS Counsellor, who 
is joint managing director of Gibson 
Ormrod Associates Ltd, the booklet 
contains 20 contributed articles coveriag 
such fields as practice, industry, teaching, 
stockbroking and consultancy. 

In a foreword, the President of ACASS, 





Coates, F.C.A., a partner in Price Waterhouse. 


Below. Robert Cox, centre, who came first in Part |, toasts his success with his principal, 
Mr G. E. Hedgman, F.C.A., right, a partner in Harmood Banner, and Mr P. S. Blunden, A.C.A., 


in charge of articled clerks in the firm. 








Terry Webb, rightly states that there 1s 
precious little advice available to new 
recruits to the profession on opportunities 
available. When they emerge from articles 
many have no knowledge of the standards 
by which they should judge job offers, 
and even fewer recognize the need for a 
good spread of experience. 

The booklet deserves an appreciative 
response both from articled clerks and 
those already qualified. 


SOUTHAMPTON'S 
SUMMER CRUISE 


FOLLOWING the great success last year 
of a night's cruise on the Solent, the 
Southampton CASS have arranged a 
similar event — described as a Mammoth 
Disco-Boat Trip — for Saturday, August 
. 11th. 

Members of other students' societies 
will be welcomed aboard. Departure 
will be from Southampton Town Quay, 
Hythe Terminal, at 6.45 p.m., calling at 
Cowes and cruising around the Solent 
and Southampton water, returning at 
1 a.m. Tickets are £1:20 including food — 
and the boat will have a bar! 

Applications for tickets, made out to 
SADCASS, should be sent immediately 
to M. Wood, 12 Somerset Road, Salis- 
bury, or c/o Weeks Green, 21 Cumber- 
land Place, Southampton. Tickets will 
be sent by return of post. 


NEW 'LINKED' STUDY SCHEME 


FARNBOROUGH Technical College is intro- 
ducing, from September next, a scheme 
whereby tuition for the Final examina- 
tions of The Institute of Chartered Ac- 
countants in England and Wales is linked 
to Foulks Lynch, correspondence courses 
with the aim of providing tuition with a 
more personal contact. 

Under the scheme, lectures will follow 
the programme set out by Foulks Lynch 
with written practice material provided 
by the College. This will leave the 
correspondence course exercises to be 
completed in the student's own time. 
Foulks Lynch will advise the College 
of marks obtained by students so that the 
College can monitor students' progress 
and also incorporate the marks into the 
College's own reports for submission to 
employers. 

'The scheme is on a part-time day and 
evening basis from 1.15-9.30 p.m. (Wed- 
nesdays), although for those students 
unable to obtain a half-day release it may 
be possible to offer a similar scheme on an 
evenings only basis. Every effort should 
be made to attend on a part-time day 
release and evening basis as this offers 
considerable advantages, such as: students 
are less tired and able to assimilate infor- 
mation more quickly; absences from class 
are reduced, and moral obligation to the 
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employer to keep up-to-date with studies 
as students are studying in their em- 
ployer's time. 

To reduce the financial burden of 
additional fees (the College fees are 
£10:40 for the year), the College has 
negotiated a 73 per cent discount on 
Foulks Lynch course fees (full course 
only, not reader only or revision courses) 
to bona fide students of the College, and 
Foulks Lynch are prepared to allow this 
discount retrospectively for those students 
who have already enrolled on their courses. 

The scheme is limited to Final Part I 
students only, although it sufficient 
inquiries are received, similar arrange- 
ments for Part II students would be 
considered. 

Final Part I students interested in the 
linked course should write immediately 
to: Business and Management Studies 
Department, Farnborough College of 
Technology, Boundary Road, Farn- 
borough, Hants GU14 65B. 
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‘STOCKPILER’ 


Business Games organized by the ICA 
in England and Wales and_ those 
developed by individual Chartered 
Accountant Student Societies have ful- 
filled many requirements in decision 
making and developing analytical skills. 

Of interest to all accountancy student 
societies should be the format of the 
investment game for schools introduced 
last year by Williams & Glyn’s Bank in 
co-operation with the British Junior 
Chambers of Commerce. 

Called ‘stockpiler’, the basis of the 
game is that each syndicate is given a 
notional capital of £20,000 with the aim 
of achieving the most valuable portfolio 
over a five-month period. 

Student societies interested in learn- 
ing more about the format of the game 
should contact their local Junior Chamber 
of Commerce or the manager of the 
nearest branch of Williams & Glyn’s 
Bank. 





Birmingham Seeks New Paths 


HIGHER entry requirements for the pro- 
fession are making many student societies 
re-think some of their set ways, not least 
Birmingham. Commenting on this trend, 
a leading article in the latest issue of the 
Society’s magazine Articles, states that the 
Society must seek new ways to meet 
current members’ needs. 


As average ages of articled clerks rise 
and with so many now married, new 
innovations are necessary — old-style ac- 
tivities will remain attractive to an ever- 
smaller group of members. If member- 
ship were on a voluntary basis the 
Society's numbers would undoubtedly 
fall - “most students are in the Society 
because the Institute requires them to be”. 
The leader makes the significant point 
that if members paid their own subscrip- 
tions they would undoubtedly want value 
for money. 

It goes on to admit that the Society 
has not formed a comprehensive policy of 
training for the present and future 
educational system, and on salaries, it 
states that the Society has been dragged 
along on the coat tails of the London 
Society. The message in all this is that the 
Society is in need of an enthusiastic 
committee with new and constructive 
ideas. 

Mike Fallows, the Society's out-going 
secretary, who during his term of office 
has ensured that the Society's image has 
been well portrayed, writes his last 
column. Commenting on the good turn- 


out at Society meetings, he says it would 
nevertheless be unrealistic to suggest that 
with a membership of 1,600 such attend- 
ances constitute anything more than a 
minority. He cannot believe that members 
do not want to improve their education 
by attending lectures, nor does he believe 
that, as some apparently suggest, firms 
openly discourage student involvement in 
the Society's affairs. 

He will continue to show, he says, an 
active interest in the Society. And as 
Norman Bruckland, a former Under- 
Secretary of the Institute, stated in a 
letter to ‘Roundabout’ of April 26th, 
“When students see themselves as to- 
morrow's members — and perhaps more 
important, members see students as 
tomorrow's fellow members - then pro- 
gress will have been made.' 


Annual Report 


The Society has taken the opportunity to 
include as a supplement to Articles, its 
annual report and accounts. Well pre- 
sented they are, too, with pictures taken 
at events during the year and separate 
reports from the Society's sub-committees 
and its branches. 

The main committee's report records 


that the Society has made a dramatic - 


financial recovery and its expanded 
activities have all been well supported. 
The decision to discontinue taking The 
Young Accountant and replacing it with 
the Society's own magazine has, says the 
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réport, bet more than justified through 


M __, Kard work put in by the committee during 
= the" year is acknowledged, so, too, is the 


continued dedication of Miss Whittington 
and Mrs Ray on the secretariat, without 


whom many of the Society's functions 
would have foundered. 


THE PROFESSION — WHAT 
FUTURE? 


LikE most highly developed service 
industries, the range of professional 
accounting services has changed over the 
last 50 years. This change has been 
reflected not only in increased standards 
in areas such as auditing, but in the 
expansion of new advisory services like 


tax and management consultancy. 


On August 31st, six well-known 


. accountants or users of accountancy 
services, will be discussing what really is 


or should be the future of the accountancy 
profession. This most unusual con- 
ference has been organized by ACASS 
at a time when many aspects of account- 


.ing are under review. 


The six speakers will be Messrs 
Ian Hay Davison, F.C.A., managing 
partner of Arthur Andersen & Co; 
Halmer Hudson, F.C.A., tax partner of 
Robson Rhodes & Co; Douglas Llambias, 
A.C.A., A.T.LL, managing director of 
Douglas Llambias Associates; Robert 


ACASS has put forward its sugges- 
tions for improvements to the 
Articled Clerk's Training Record, 
and the subject is discussed in a 
leading article, ‘Planned Training’, 
in this issue. 

The main contention of ACASS 
is that the present Record acts only 
as a record of experience and does 
not allow for the planning of the 
student's training. ACASS would 
like the Institute to make the use 
of the Record a required practice 
by all principals immediately. 


Maxwell, chairman of Pergamon Press 
Inc; Stanley Middleton, F.C.A., partner of 
Coopers & Lybrand, and Cecil Parkinson, 
A.C.A., M.P., Parliamentary Private Secre- 
tary at the Ministry for Aerospace and 
Shipping. 

They will discuss many vital points 
including: (1) Should there be two 
auditing standards for public and private 
limited companies? (2) Tax planning — 
is it ethically and socially acceptable in 
our society? (3) What do industrial/ 
commercial clients really think of the 
accounting services they receive? (4) 
Should practising firms be run like any 





LETTER TO ROUNDABOUT 


CASSL Controversy 


SIR, — It is ironic that Kevin Lennon, 
Chairman of the London Students' Society 
for 1971—72, should start off his article, 
'Another Look at London CASS' in 
‘Roundabout’ of June 28th, with criticism 
of CASSL for its so-called ‘brush with 
insolvency’. I feel he should be the last 
person to make such criticism as it was 
his committee which brought about the 


- very large deficit (now being rapidly 


. reduced by Paul Hendrick's committee). 


Kevin Lennon seemed upset at the dis- 
missal of Mr David Richards, F.c.a., as 
CASSL's treasurer in favour of Geoffrey 
Peyer, a student. Kevin Lennon may wish 
to know that this was one of the best things 
that has happened to CASSL recently. 
The Society now has a student treasurer 
who attends all our meetings to advise us 


. on financial implications and has already 
"come up with well-thought-out ideas on 


how to raise money for the Society and 
how to cut costs — his ideas were even wel- 
comed at the recent LDS liaison meeting. 

ACASS's endorsement of Paul 
Hendrick's salary campaign is certainly a 


sign of an approaching change — a change 


which the majority of students welcome 
(as proved by the AGM and firms’ repre- 


 sentatives' meetings) and a change no 


doubt for the better for students through- 
out the country. 

I feel it is rather inappropriate that 
Kevin Lennon should talk about Paul 
Hendrick's 'dogmatic approach and in- 
transigence cultivated at the NUS in 
Manchester'. On the contrary, he had a 
reputation in Manchester of being a per- 
son willing to compromise and therefore 
Kevin Lennon should not make state- 
ments the facts of which he is uncertain. 

Kevin Lennon seems to approve of the 
idea of a minimum wage and adequate 
training and savs this should be the 
initiative. of the new President of the 
Institute, Mr Kenneth Wright, M.A. 
F.C.A. In that instance, I fail to see why 
he should criticize the Society's new chair- 
man because in the year that Paul Hendrick 
has been involved with CASSL, he has 
been campaigning for these very two things 
before anything else. 

To Kevin Lennon, therefore, I say, 
please depart without more ado. With Paul 
Hendrick in the chair, this year will surely 
be a year for the students. 


Yours faithfully, 


PRADIP PAT'TNI, 
Hon. Secretary, CASSL. 
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normal business and be allowed to 
market their services without professional 
restrictions? (5) Should the profession be ` 
nationalized? 

Make a note of August 31st as it must 
be one of the few occasions when such 
important questions will be so openly 
discussed. The conference starts at 
9.45 a.m. at Chartered Accountants' Hall; 
admission is free to students and newly 
qualified members, and will include a 
buffet lunch. 

Full details from Linda Mitchell, 
Assistant Secretary, ACASS, 43 London 
Wall, London EC2M sTB. 


ANYONE FOR SPORT? 


STAID? Aloof? Conservative? The tra- 
ditional image of the accountant is dying 
hard, thanks to the strenuous efforts of. 
Monty Python. 

One firm which believes in personal 
service to clients and personal relations 
with staff is Baker Sutton Gerard van de 
Linde (BS). It has found that to meet 
these objectives, to be responsive to 
clients and staff and to be modern yet 
professional, demands an acceptance of 
change as a part of its professional life. 

BS is well known for its successful 
football team — BS Casuals — cup-winners 
four times in six years, including two 
doubles' of winning the league and 
promotion. It is quite remarkable that 
BS Casuals has built this fine record 
despite having a much smaller selection 
base than the 'big firms'; no doubt the 
friendly personal atmosphere which exists 
in the firm has helped considerably. In 
addition, there is a quite useful cricket 
eleven which takes on all comers. 

Very recently BS tried a new social 
venture — a sports day — as it had been 
found that enthusiasm for the former 
annual cricket match was fast waning. 
Indeed, interest from the ladies and the 
real cricketers was almost absent! The 
original suggestion from the firm's staff 
development officer was quickly and 
enthusiastically taken up. 

Various events were thought up, in- 
cluding a car treasure hunt from the office 
to the sports ground, tournaments (foot- 
ball, cricket, tennis and rounders) and 
fun races such as egg-and-spoon, three- 
legged and sack. The darts tournament 
was never started, although several 
deviations on the straight-line method 
of dart-board depreciation were noted! 
There were special races for the many 
children who revelled in the sunshine and 
who all somehow managed to win prizes. 
A charity programme raised nearly £14 
for a children's home in Bromley. 

It is reported that despite the day's 
great success and despite a heavy work- 
load the organizers are hoping to “dream 
up' improvements. We wish them well. 
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PROFESSIONAL NOTICES 


The partners in BroaD & Co, Messrs 
J. R. HamiLTON, P. Parr-Heap and R. C. 
Horne, having ceased to be partners in 
GRESHAM, Broan & Co, on June 3oth, 
1973, announce that on July Ist, 1973, 
they merged their practice with the 
practices of BURKE, COVINGTON & NasH 
and A. J. Harper & Co. The new 
practice is being conducted under the 
name of Nas, Broap & Co. 


BURKE, COVINGTON & NasH; BROAD & 
Co, and A. J. HarPER & Co, announce 
that they have merged on July rst, 1973, 
and are practising under the name of 
Nasu Broap & Co, from offices at St 
Alphage House, London Wall, London 
EC2, 17 Park Place, Stevenage, Herts, 
and Bilton House, 54-58 Uxbridge Road, 
Ealing, London Ws. The partners in the 
new firm are Messrs N. C. R. NasH, 
J. R. HauiLTON, L. R. HaLL-STRUTT, 
G. H. DupLey, P. Parr-Heap, R. C. 
Horne, C. F. G. BENNIGSEN, K. RAMAN 
and P. E. BYRNE. 


CHARLES Hewitt & Co (including 
NoEL BLACK & JARDINE) and HAMILTON, 
PRINGLE FARRANT & Co, of Johannes- 
burg, announce that they have merged 
their respective practices. The partner- 
ship will practise under the name of 
HEWITT, FARRANT & Co, as well as under 
the three existing names, from the two 
present addresses for the time being. 


MANN Jupp & Co, Chartered Account- 
ants, wish to state that the initials of 
Mr HAMILTON, in their professional 
notice on July 5th, were incorrectly 
advised; the new partner is Mr A. G. K. 
HAMILTON, A.C.A. (Midlands). 
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THORNTON BAKER & Co and GRAVES, 
GODDARD & HORTON-STEPHENS announce 
the amalgamation of their practices. 
Messrs ALAN HORTON-STEPHENS, F.C.A., 
and DEREK ARNOLD, F.C.A., become 
partners in "THORNTON BAKER & Co at 
Brighton. Until they move to new pre- 
mises they will continue to practise from 
7 Pavilion Parade, Brighton. 


APPOINTMENTS 


Mr Reginald William Bishop, F.C.A., 
has been appointed managing director 
of James Gibbons, a subsidiary of Tube 
Investments. 






M 


Mr B. Brown 


a 
Mr R. W. Bishop 


Mr Brian Brown, A.c.M.A., has been 
appointed chief accountant of Electrolux. 

Mr H. A. Holman, F.c.a., has been 
appointed to the board of directors of 
Security Trust Company of Birmingham. 
Mr Holman has been general manager 
for the last three years. 
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Mr D. R. Westhead 


Mr David R. Westhead, A.C.A., has 
been appointed secretary and financial 
controller of Wellman Incandescent. 

Mr David Chynoweth, B.A., A.I.M.T.A., 
previously deputy county treasurer of 
West Suffolk, has become county trea- 
surer of South Yorkshire Metropolitan 
County Council. 


Mr H. A. Holman 
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TO LEAVE G. B. BRI 


Following the successful recomm 
bid for G. B. Britton & Sons (Holdin 
by the Ward White Group, Mr 
Christopher Bostock, M.A., F.C.A., is 
relinquishing his position as managing 
director of Britton. 

Mr Bostock is vacating, by mutual and 
amicable agreement, the position in the 
Britton Group which he has held since 
mid-1969. He is arranging his departure 
in such a way as to ensure that the trans- 
fer of executive responsibilities is effected 
in the smoothest and most efficient 


manner. 
The four other Britton executive 
directors, Messrs R. Lowe, G. A. 


Parrott, C. G. I. Rose and P. C. Stansell 
will retain their present responsibilities 
as members of the board. 


MINISTER APPOINTS 
SPECIAL ADVISER 


Sir John Eden, Minister of Posts and 
Telecommunications, has announced, the 
appointment of Mr Julian T. S. Bower, 
F.C.A., as his special adviser. 

Mr Bower was a partner in Binder, 
Hamlyn & Co from 1962 to 1969, and 
acted subsequently as an independent 
financial consultant. He was manage- 
ment adviser to Buckmaster & Moore, 
stockbrokers, from 1969 to 1973 and 
deputy chairman of Provincial Insurance 


Co in 1971-72. 


VALUE ADDED TAX 
Stock Exchange Business 


A circular letter has been sent to all 
Stock Exchange member firms to eluci- 
date various points which have been 
raised in relation to the charging of VAT. 
'The main points are as follows: 


(a) A client's place of residence for VAT 
purposes is to be regarded as his 
habitual or normal residence, and 
not by his location at the time he 
places an order; 

(b) When an order is transmitted by an 
agent, written confirmation must be 
supplied to the broker by the agent, 
at the time of the first transaction, 
that the client is an overseas resident 
if the contract note is to be zero- 
rated ; 

(c) An overseas agent must similarly 
provide documentary evidence that 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01-402 8361 
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his client is not a resident of the UK. 
in default of such evidence, the 
broker must charge VAT; and 

(d) Any charges made for investment 
advice or for portfolio management 
are zero-rated when provided to an 
overseas resident. 


RATING AND VALUATION 
ASSOCIATION 


November 1973 Examinations 


Entries for the RVA examinations in the 
rating, valuation and valuation appeals 
divisions should be submitted to the 
Secretary not later than August rst. 
Entry forms are available from the ex- 
aminations registrar, Miss O. M. Sarson, 
29 Belgrave Square, London SW1X 8QG 
(01-235 8178). 


NUMOUR 


by Smethurst 


I FIND MYSELF 
IN AN UNTENABLE 
POSITION 





GOLF 


The Chartered Accountants’ Golfing 
Society won a recent match against The 
Bar Golfing Society at Woking Golf 
Club by seven matches to two. Foursome 
matches were played both morning and 
afternoon. 

In a similar match against the Charter- 
ed Municipal Treasurers at Beaconsfield 
Golf Club, the chartered accountants won 
by one match. 


ECONOMIC SURVEYS 


Two further economic surveys in the 
series on member countries of the OECD 
have now been published covering the 
United States and Sweden. Copies are 
available from HM Stationery Office, P.O. 
Box 569, London SE: 9NH. Price 35p 
each, by post 414p. 


FOR CA. 
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THE INSTITUTE OF CHARTERED ACCOUNTANTS 


IN ENGLAND AND WALES 
President Addresses Technical Advisory Committee 


The 185th meeting of the Technical 
Advisory Committee was held on July 
12th, at Chartered Accountants’ Hall, 
London. Present were: 

Mr A. C. Essex (in the Chair), Messrs T. 
Bailey, G. Bar, B. G. Blackborn, N. F. 
Beecham, M. 'T. R. Brookman, R. P. Brown, 
M. B. L. Buck, R. St. J. Buller, J. Burgoyne, 
P. V. Cavanna, I. F. H. Davison, C. C. Dobson, 
N. J. Edwards. N. Cassleton Elliott, R. Firth, 
C. F. M. Hawkins, D. S. Hewitt, J. H. Hewitt, 
E. G. Hill, A. F. Hughes, H. B. Huntington- 
Whiteley, K. Mashford, D. Napper, E. R. 
Nicholson, R. D. Pearce, G. B. Pidsley, J. M. 
Pitts, H. G. Sergeant, C. R. Shaw, F. A. 
Sherring, K. A. Sherwood, K. R. Stanley, 
T. I. F. Tod, G. H. Vieler, R. F. Watkins and 
P. C. Westwood, with Mr G. A. Slator 
(Secretary to the Committee). 

Mr S. P. Wilkins attended by invitation. 


President's Address 


The President of the Institute, Mr E. 
Kenneth Wright, M.A., F.C.A., attended 
the opening of the meeting. In reply to a 
speech of welcome by the Chairman, the 
President said: 

'In 1942 the war was in something of a 
stalemate. America was in, but was not 
yet activated. Rommel had thrust the 
allies back towards Cairo, and Tobruk 
was cut off. The outcome of the war was 
uncertain. At that time faith was needed 
to plan for the future. I got married. More 
importantly the Taxation and Financial 
Relations Committee was formed by men 
like Russell Kettle, William Lawson, 
Thomas Robson and William Carrington. 
They produced the first recommendations 
which later greatly influenced the form 
of the Companies Act of 1948. 

‘For 30 years your committee, by 
whatever name called, has played a vital 
part in the technical effort of this Insti- 
tute on which a great part of our reputa- 
tion depends not only in this country but 
abroad. 

‘There are 58 of you, nearly equally 
divided between the practising and the 
industrial sides of the profession. I make 
this comment to put on record that, 
contrary to the opinion often expressed, 
the industrial accountant is playing a full 
part in making Institute decisions. 

‘Your procedures are complicated — I 
think it was Alan Maclver who said it 


would be impossible to invent a more time- 
consuming piece of machinery! But the 
form of the machinery is deliberate 
because it is through this process of 
consultation and debate that decisions, 
when they eventually emerge, are broadly 
based. They carry with them the authority 
of consent and assent. If you want a 
really efficient instrument you should 
pass your powers to a dictator. Unfor- 
tunately his dogmas would often be 
mistaken and would fail to gain accept- 
ance. 

‘We should therefore be in error if we 
are tempted to over-emphasize the delays 
which result from our procedures — the 
work goes forward steadily and I note 
from your report that last year 15 
technical committees were discharged, 
their work having been completed. 

‘A dynamic profession needs constant 
intellectual stimulus and should become a 
college of ideas. This is what you on the 
TAC have been providing since 1942. 
I know that some of you sometimes feel 
that you are outside the main stream of 
Institute affairs. This is a total mis- 
judgement of the part that you play and 
I am delighted that two of you, Mr 
Cassleton Elliott, and your industrial 
Chairman, Mr Essex, should have just 
been elected to the Council. 

‘Gentlemen, I wish you well for 
1973-74. 

Membership 
The Chairman extended a warm wel- 
come to the following newly appointed 
members: Messrs M. B. L. Buck (Leeds), 
D. S. Hewitt (Liverpool), C. F. M. 
Hawkins (West of England). 


Matters considered 


Technical matters considered included 
ED8-proposed SSAP “Accounting for 
changes in the purchasing power of 
money.' 

Future meetings 


It was noted that meetings of the com- 
mittee had been arranged for Thursdays, 
October 11th, 1973, December 6th, 1973, 
and January 31st, 1974; Wednesdays, 
March 27th, 1974, and Thursday, May 


3oth, 1974. 
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of postal tuition experience and over 220,000 passes, it assures your success in all the 
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, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 
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The FS Personal Pension Policy combines 
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and a Flexible Approach to the individual's requirements, 
ensuring the maximum tax and other advantages. 


The complete answer for the self-employed and those in non-pensionable employment 
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Roy R. Greenfield, LL.B. (Lond) 

both of the Estate Duty Office 

Assistant Controllers of Death Duties 


Since 1965, when the last edition of this book 
was published, there have been greater changes 
in Estate Duty than between any two previous 


editions 
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Whatever the future of estate duty maybe the 
present problems associated with this subject 
are real, and they are here and now. 
Practitioners should therefore make a point in 
having this important edition of Dymond on 
their shelves without delay. 
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THE 
ACCOUNTANT 


Four years ago, Property Growth 
Assurance was the first life office formed 
with the object of enabling investors to 
share in the growth of commercial property. 
In June 1969 we launched the Property 
Growth Unit Fund, which now stands at 
over £45 million, and since then the unit 
price has appreciated by a net 52.9% — an 
average increase of over 12% p.a. 


Then in August 1970 we were first on 
the scene with the Agricultural Bond — 
still the only one of its kind. Since then, units 
of our Agricultural Fund have appreciated 
by a net 41.196 and this Fund now stands 
at over £12 million. 


Again, we pioneered the new, and 
still exclusive, concept of a dual 
investment in property anda building 
society, through the Abbey National 
Property Growth Bond. Units of this 








Fund have appreciated by a net 2896 since 
its launch. 

And there's our latest ‘first’— the new 
shenley Investment Bond.This takes the 
familiar combination of equities, property 
and fixed interest, and exc/usively adds 
Agricultural Land and Special 
Situation investments normally beyond 
the reach of the private investor. Launched 
in April, 1973 this Fund has already grown 
to £5 million and is still growing fast. 

It's constant innovations like these — not 
to mention the performance of our Funds — 

that has turned us into the modern, broadly 
based, £75-million-plus life company 
that we are today, offering also a range 

of linked whole life and endowment 
policies and personal pension plans. 

All of which explains why more and more 
people are saying we're second to none. 


August 2nd, 1973 


| PROPERTY GROWTH 
| ASSURANCE 


Chief Administrative Office: 111 Westminster Bridge Road, London, SE1 7JF. Telephone: 01-928 0381. 
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Accounting for Inflation Now 


pte accountancy profession has every right to be 
critical of the DTI for the two-year delay in setting 
up the inquiry on inflation accounting announced last week 
by Mr Peter Walker, Secretary of State for Trade and 
Industry. It is known that it was first suggested to 
the Government that it should hold an inquiry as long 
ago as May 1971 and the discussion paper Inflation and 
Accounts (The Accountant, September 2nd, 1971) appeared 
at the end of August. Since then other bodies consulted 
by ASSC have made their views known. The CBI, the 
Stock Exchange and the Bank of England are broadly in 
favour of the proposals contained in ED8, and a number 
of companies have already followed it in their published 
accounts. 

The DTI’s belated move puts ASSC into a dilemma. 
Should it proceed to convert ED8 into a standard this 
winter — as it has been under pressure to do — or should 
it wait for the results of the inquiry? 

To resolve this dilemma, one needs to ask to whom the 
ASSC is responsible. The answer must be to the accounting 
profession and the business and financial community. 
Another important point is that the results of the Govern- 
ment inquiry, which has not even started yet, are 
unlikely to appear, let alone be implemented, for two to 
three years. 

If the ASSC were to wait so long, it would be open to 
the criticism that it is failing in its duty to the pro- 
fession and the business community to provide clear 
guidance on how to account for inflation. There will be 
many who believe the ASSC should convert EDS into a 
standard as soon as possible. It could be made clear that 
the standard may be revised in the light of the results of 
the Government inquiry; but a standard is needed now. 
Accounting for inflation is too immediate and important 
a problem, too long neglected by accountants and business- 
men alike, for it to be placed in a state of suspension for an 
unknown period. 

Comment reportedly reaching the ASSC has already 
indicated a mistaken impression that the Government 


inquiry means an inevitable halt to the ASSC's delibera- 
tions, and that ED8 has become overnight a dead letter on 
which it is idle to comment further. This is far removed 
from the truth. In an immediate response to the Govern- 
ment statement, Mr E. K. Wright, M.A., F.C.A., President 
of the English Institute, said “I would very much regret 
if this inquiry caused unnecessary delay in the introduction 
of a standard approach to inflation accounting.” 

Prompt reaction was also forthcoming from Mr D. $. 
Morpeth, T.D., B.COM., F.C.A., à Past-President of the 
Institute and Vice-Chairman of the ASSC, who rightly 
made it clear that the committee has no intention of ab- 
dicating its responsibility in this field. ‘The ASSC's work 
on the subject, he said, and its encouragement of the 
development of appropriate techniques, would continue. 
It has accumulated a considerable volume of research 
material and experience — which would be at the disposal 
of the Government inquiry — and would hope to make a 
substantial contribution to that inquiry's work. 

Announcement of the Government's intentions at the 
very end of the Parliamentary session hardly indicates an 
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appreciation of the sense of urgency which the accountancy 
profession and business interests have already displayed 
in their own approach to the problems of inflation. We 
share with Mr Morpeth the hope that the Government 
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committee of inquiry — whose membership, at the time of 
writing, has yet to be announced — will “start its work - 
quickly, and with the urgency the subject demands’. 
Meanwhile, and rightly so, EDS remains a live issue. 


Company Law Reform 


peur laws of any State tend to reflect, albeit sometimes 

with a time-lag, the prevailing attitudes and beliefs 
of the community. The truth of this assertion is exemplified 
by the proposals for the revision of the Companies Acts 
set out in the White Paper Company Law Reform, (Cmnd 
5391, HMSO, 16p). The law relating to companies is 
no longer intended to regulate the relations between 
the corporate body, its creditors and its shareholders, as a 
formal legalistic approach would require. The White 
Paper spells out the fact that in this day and age company 
directors have social responsibilities as well as their 
obligations to the shareholders and, in particular, their 
obligations to the employees of the company. 

The object of the proposed reform is to make companies 
more responsive to society's needs. This admirable senti- 
ment could be viewed with rather more satisfaction if it 
were similarly applied to the reform of some other in- 
stitutions in our society. For the moment, however, the 
spotlight is on erasing the *unacceptable face of capitalism’. 
Whether this can be done merely by a series of changes in 
the law remains to be seen. 

Disclosure of information, notes the White Paper, ‘is 
an essential part of the working of a free and fair economic 
system. The more people can see what is actually hap- 
pening, the less likely they are to harbour general suspicion 
- and the less opportunity there is for concealing improper 
or even criminal activities. The Government intends to 
give shareholders and the public the chance to judge 
companies” behaviour by social as well as financial criteria”. 

In this context ‘directors may be required to report on 
the performance of their company in regard to the safety 
and health of company's employees, on the number of 
consumer complaints and how they were dealt with, and 
on the conduct of industrial relations’. Whether it is either 
rational or even desirable to deal with all such issues in 
the context of company law reform is another matter, but 
such intentions and hopes are clearly a sign of the times. 

Inevitably, most of the interest evoked by the White 
Paper centres on those activities within the corporate 
structure which have ensured large profits for the few. 
These are ‘insider’ dealings, ‘warehousing’ and directors’ 
private interests. The Government now proposes that 
‘insider’ dealing should be made a criminal offence: 
anyone who has what is termed ‘price-sensitive’ information 
should refrain from dealing until such information has 
become freely available. 


The definition of an ‘insider’ will include directors, 
employees, major shareholders and professional advisers, 
together with their near relations. Dealing in a company’s 
shares by any of these persons who has ‘price-sensitive’ 
information will ‘constitute a criminal offence unless he 
can show that his primary intention in dealing at that time 
was not to make a profit or avoid a loss’. In addition, the 
new law will confer a civil remedy on those persons who 
can show that, as the result of misuse of materially significant 
information, they have suffered an identifiable loss. 

As any informed observer of events within the Square 
Mile well knows, if it were not for the difficulties of defi- 
nition of ‘insider’ and ‘price-sensitive information’, such 
legislation might have been enacted long ago. It remains to - 
be seen how the Parliamentary draftsmen will deal with 
this problem, for unless the law is precise and clear, there 
will always exist the danger that the law cannot be fairly 
enforced. 

As far as ‘warehousing’ is concerned, the new law will 
limit the ability of a prospective bidder to accumulate, 
behind nominees, a significant stake in a company. It 
seems likely that the current figure of ro per cent of the 
equity will be reduced to perhaps 3 per cent, at which point 
the owner of such a holding is required to notify the 
company of that interest. There is clearly some risk that 
the new provision may be exploited in order to get behind 
the nominees, although the White Paper recognizes that 
there is nothing inherently wrong in the practice of holding 
shares through nominees’. 

Although the existing law already imposes duties and 
obligations upon directors to disclose their interest, the 
Jenkins Committee was anxious to extend and tighten — 
up these provisions. The White Paper is in sympathy 
with the intention of the Jenkins Committee proposals 
on such matters, but recognizes that the detailed law will 
require careful formulation if innocent transactions by 
directors are not to be restricted or misinterpreted. 

On more mundane matters, the White Paper mákes 
some obvious recommendations. Thus, it is undoubtedly 
desirable to speed-up the filing of annual documents, 
at any one time as many as a quarter of a million companies 
are late in filing their annual returns or accounts. To this 
end the period of time after the end of the financial year 
within which the return must be made will be prescribed 
‘with some strictness’. Also, the privilege of limited liability 
is available both readily and cheaply; in particular, as was 


recognized by the Jenkins Committee, the proliferation of. 
small companies can and does lead to abuse. It is intended 
to continue the discrimination between private and public 
companies in the matter of disclosure, and the status of a 
private company will be re-defined, while the term 'public 
company' will also be defined explicitly. The latter class 
of companies will be required to have a minimum paid-up 


capital. 


However desirable these changes in company law may 
be, they pale into relative insignificance beside the other 
related issues, some of which are to be considered in a 
forthcoming Green Paper. These concern the harmonization 
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vestor. 


of company law within the EEC; the question of a code of 
conduct for corporate bodies; company-employee relations, 
together with the issue of employee participation; and 
finally, but not least, the role of the institutional in- 


Any move towards reform is to be welcomed, particularly 
where it prevents, or at least checks, abuse. It would be a 
mistake, however, to interpret reform merely in this sense. 
There is the wider aspect of ensuring that the corporate 
undertaking as a vehicle for the conduct of the nation's 
business is not so trammelled and hamstrung that growth 
and efficiency are inhibited. 
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Institute's New Series of 


Tax Courses 


A MAJOR expansion of its post- 
qualification tax courses pro- 
gramme is being planned by The 
Institute of Chartered Accountants in 
England and Wales. The present series 
of courses, which began in 1966, has 
concentrated principally on changes in 
the law, or on specialist aspects, e.g., 
partnership taxation. There has been 
no systematic coverage of the main 
areas of tax knowledge or experience. 

This situation is now being re- 
medied, and the Tax Courses Sub- 
committee, under its Chairman, Mr 
Eddie Ray, B.COM., F.C.A., is organizing 
an additional series of standard tax 
courses in the four principal areas of 
personal taxation, corporation tax, 
capital gains tax, and estate duty. A 
separate residential course is being 
designed for each subject area which 
will be covered in depth by means of 
lectures, case studies, and discussion. 

At the same time, it is appreciated 
that there are members - particularly, 
perhaps, those not in practice — who do 
not require a detailed study under each 
heading, but nevertheless need a re- 
minder of the main areas of difficulty 
over the whole field of taxation, and for 
these there is to be a further two-part 
course in tax appreciation : (1) personal, 
and (ii) business, making in all a total 
of six standard series courses. 

'The courses will be of the highest 
quality, with speakers of  repute 
supported by well-documented course 
material and discussion periods. ‘They 
are being planned so that each of the 
six courses may be repeated at intervals 





Mr Eddie Ray 


of r2 months or so at different centres, 
each presentation being an up-dated 
version of its predecessor. 

Each of the six standard courses is 
being designed by a small working 
party of three or four accountants 
drawn from all sides of the profession 
under a chairman who is normally a 
member of the Tax Courses Sub- 
committee. A great deal of voluntary 
work is going into the planning of the 
courses, and already there are stated to 
be very encouraging signs of the 
interest these courses are expected to 
attract. 

Although application forms have not 
yet been issued, the Institute reports 83 
inquiries for the corporation tax course 
at Havant from November 20th to 
22nd; 58 inquiries for the first estate 
duty course next January; and 80 
inquiries for the capital gains tax 
course in February. Because of their 
nature, numbers of each course will be 


limited; members will nevertheless be - 


able to sponsor staff who are not 
members of the Institute, and this will 
provide a further cross-fertilization of 
useful experience — particularly from 
the man in industry. 

Commenting on the new standard 
tax series, Mr Ray said, “We on the 
Tax Sub-committee believe that we are 
filling a need among accountants. 
Apart from the individual members 
who may want to attend one or more 
standard courses, employers may be 
able to plan their staff training over 
a period of years to cover the whole 


range of courses. Seniors in industry . 


or commerce, and indeed in practice, 
who are not daily in touch with tax and 
yet who need to know when to cry for 
help, will find the tax appreciation 
series particularly useful. 

“We shall obviously monitor each 
course carefully to see how it can be 
modified or improved for the future, 
and we shall be glad, therefore, to have 
the comments both of those attending 
— and indeed, of those who might 
attend. If enthusiasm is anything to go 
by, this is going to be a good series.’ 


Cambridge Conference 
HURCHILL COLLEGE, Cam- 


bridge, is once more the scene of 
this year's summer conference of The 
Institute of Chartered Accountants in 
England and Wales, to be held from 
September 26th to 29th. Under the 
chairmanship of that well-known per- 
sonality Mr H. T. Nicholson, F.C.A., 
the conference will pursue the theme 
"Towards Better 
including such questions as the part 
which the accountant should play in 
the community; education of manage- 
ment in financial reports; and what 
further information should be supplied 
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to interested parties in addition to 
statutory accounts. 

A strong panel of distinguished 
speakers has been assembled by Mr 
R. G. Wilson, F.c.a., and the confer- 
ence working party the Rt Hon. 
Lord Limerick, M.A., C.A., Parlia- 
mentary Under-Secretary for Trade; 
Mr K. J. Sharp, T.D., M.A., F.C.A., 
Deputy President of the Institute; Mr 
J. Garnett, C.B.E., director of the 
Industrial Society; Mr D. W. Forster, 
A.LE.E., chairman, Planning for Growth 
Ltd; Mr I. F. Hay Davison, B.sc. 
(ECON.), F.C.A., managing partner of 
the London practice of Arthur Ander- 
sen & Co, and Mr F. E. Bleasdale, 
F.C.C.A., treasurer of Esso Petroleum 
Co Ltd and one of the speakers at last 
year's Tenth International Congress 
of Accountants (The Accountant, 
October 26th and November 2nd, 
1972). 

Attendance at the conference is 
limited to members of the Institute. 
Applications, accompanied by the fee 
of £44 (inclusive of accommodation, 
meals and VAT) should be addressed 
to reach the Institute not later than 
September 7th. 


Canadian Institute in 


1972-73 


A UMOR feature of the report 
of The Institute of Chartered 
Accountants of Canada for the year 
ending on March 31st, 1973, was the 
decision of the Board of Governors 
to expand the Institute's research 
capacity. This decision, and the new 
appointments resulting from it, were 
reported in The Accountant for May 
31st. The research committee and its 
subdivisions made exceptionally heavy 
demands on the time of its voluntary 
members during the year, totalling an 
estimated 645 man-days. 

There was an increased response 
to the Institute's post-qualification 
development programme, in which 
more than 10,000 members — a record 
figure — participated. The report also 
mentions a thriving interest in In- 
stitute publications during the year, 
with record sales of 84,301 items. 

In the Institute's 1972 uniform 
final examination, some 56 per cent 
of the total entry of 2,400 candidates 
qualified for membership; the ad- 
mission of these new members raises 
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the total strength of the Institute to 
over 20,000. The examination com- 
mittee has announced its intention 
of continuing to hold one uniform 
final examination annually, and of 
banning the use of pocket computers 
in the examination room. 

Income for the year to March 31st, 
1973, was $250,000, compared with 
$339,400 in 1971—72. This reflects, 
among other features, increased ex- 
penditure in international relations and 
co-operation with the provincial in- 
stitutes, and the activities of the 
Institute's management consultants’, 
federal legislation and public relations 
committees. 


Film on Auditors' 
Liability 
N 80-minute colour film of a 
courtroom scene, with a chartered 
accountant as defendant in a hypo- 
thetical lawsuit for negligence being 
cross-examined by counsel for the 


plaintiff, forms a unique feature of 
the Canadian Institute's forthcoming 


one-day course to familiarize members . 


in public practice with the legal 
liability of the auditor. In making the 
film, the producers were allowed to 
use the courtroom of the Chief 
Justice of the Supreme Court of 
British Columbia. 

The film opens midway through a 
trial in which the plaintiff, a furniture 
manufacturing company, alleges that 
a firm of chartered accountants has 
been negligent in the conduct of an 
audit. One of the plaintiff's witnesses 
is a chartered accountant who has 
made a thorough investigation of the 
plaintiff's accounts and the working 
papers of the defendant firm of 
auditors. This accountant gives his 
opinion that the defendants were 
negligent in their examination. 

Counsel for the defendant firm of 
auditors has called the partner in 
charge of the audit and he has ex- 
plained how the audit work was 
carried out. Counsel for the plaintiff, 
in cross-examination, tries to expose 
the weaknesses in the defendant’s 
case and, following the cross-exami- 
nation, presents his argument in which 
he attempts to convince the trial 
judge that the plaintiff has proved his 
case and that the defence has failed. 
The courtroom scene is intended to 





portray a situation which is not 
abnormal and which could happen 
to any practitioner. 

The professional liability of char- 
tered accountants has become a matter 
of increasing concern in recent years 
and it is hoped that, as part of the 
course, the film will dramatically 
bring home to those viewing it a 
better understanding of the problems 
posed in the area of accountants' 
liability. 

Developed by Mr R. W. V. 
Dickerson, F.C.A., a member of the 
Canadian Institute who also practises 
as a barrister and solicitor in Van- 
couver, with the assistance of the 
firm of Gardner McDonald & Co, also 
of Vancouver, this latest course in the 
Canadian Institute's continuing pro- 
gramme of professional development 
will be held in various Canadian 
cities from September onwards. It is 
hoped that additional copies of the 
film may be made available in due 
course for professional audiences in 
other countries. : 


VAT and Car Tax 
SUGGESTIONS that the levying 


of VAT on motor-cars, on a price 
which included car tax, resulted in an 
excessive charge of VAT were officially 
denied in Parliament recently. In a 
written reply, the Chancellor of the 
Exchequer, the Rt Hon. Anthony 
Barber, said: 1 


It is normal to charge VAT on a 
price which includes any excise taxes 
or customs duties previously paid. 
This is the case with other items such 
as tobacco and alcoholic drinks. The 
rate of car tax, like the rates of excise 
or customs revenue duties on other 
items, has been fixed at a level which 
takes into account the fact that VAT 
will be charged on it. In fact, the total 
amount of car tax and VAT is less than 
the purchase tax which these two taxes 
replace.” 


The car tax, as was the case with 
purchase tax, is borne at the whole- 
sale level and is one of the elements 
covered by the retail price to the 
eventual user. Customs and Excise 
consider there are no grounds for 
excluding any element of that price, 
such as the car tax, from the reckoning 
for VAT, even though it may be 
usual to show it separately in the 
invoice. 
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Mr Neville Trotter, B.Com., F.C.A., a partner 
in Thornton Baker & Co, of Newcastle, and a 
member of Newcastle upon Tyne City 
Council for ten years, has been chosen as 
the next Conservative Parliamentary candidate 
for Tynemouth. He replaces Dame lrene 
Ward, who has announced she is not to 
stand again. Voting in the 1970 General 
Election was: Dame Irene Ward (Conserva- 
tive) 30,773; J. H. Beecham (Labour) 
23,927; B. Turner (Liberal) 5,221. Con- 
servative majority 6,846. 

Mr Trotter, who contested Consett un- 
successfully in 1970, is a past chairman of 
Newcastle North Conservative Association 
and Chairman of the Newcastle City Council 
Conservative Group. He has been a member 
of Newcastle City Council since 1963, serving 
as chairman of a number of committees. 


Social Welfare in Ireland 


qe Government of the Republic 
has run into difficulty in its plan 
to widen the scope of the social welfare 
provisions of the Health Acts. Cur- 
rently the cards of all manual workers, 
as well as non-manual workers up to a 
ceiling of £1,600 per annum, must be 
stamped at a weekly rate of £3:08 
(employer {£1°72, employee 1:36). 
(The 1958 weekly total of 5s 6d, split 
into 50-50, seems very far away.) 

The new plan, as from April 1974, 
envisages a pay-related health con- 
tribution deductible by employers 
under the PAYE system at a fixed 
percentage to be announced later; 
a pay-related social insurance con- 
tribution, additional to the normal 
social welfare contribution, consisting 
of both employers’ and employees’ 
elements at fixed percentage rates yet 
to be announced; and the removal of 
the £1,600 ceiling, estimated to bring 
in another 70,000 employees with 
perhaps 180,000 dependants. 

Details are as yet uncertain, but it 
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has been indicated that newcomers 
paying the new health contribution 
would not be eligible for the usual 
hospital and out-patient benefits under 
the Health Acts. Predictably represen- 
tations have been made to the Govern- 
ment by the powerful Irish Congress 
of Trade Unions, to insist on abolition 
of any income limitation for health 
benefits. 

Then the Medical Union joined in, 
stoutly maintaining the need for the 
income limit. Otherwise, they claimed, 
private practice in the hospitals would 
virtually vanish overnight, since the 
bulk of their patients would avail 
themselves of free service. As the 
majority of the consultants recruited 
by the area health boards are speci- 
fically permitted to have private 
patients, their conditions will be 
worsened, which would mean a com- 
pensating increase in their salaries. 





Municipal Treasurers’ 
Examinations 


THES were 1,603 candidates for 
the May examinations of ‘lhe 
Institute of Municipal ‘Treasurers 
and Accountants, of whom 663 (41 
per cent) were successful. 

In part I of the Final, 546 can- 
didates sat and 252 (46 per cent) 
were successful. In Part II there 
were 485 candidates, of whom 191 
(39 per cent) passed. A total of 572 
sat for the Intermediate examination 
and 220 (38 per cent) passed. 

Places and prizes will be awarded 
on the combined results of these 
examinations and those to be held in 
November. The names of the sucess- 
ful candidates in the two parts of the 
Final, together with a summary of the 
results, appear in this issue in “Student 
Roundabout’. 





Inflation Accounting Seminar 


ONFLICTING points of view 

were expressed by three dis- 
tinguished speakers at last week's 
seminar on inflation accounting, spon- 
sored by stockbrokers Phillips and 
Drew. Statistics produced by Mr 
R. S. Cutler, F.c.a., an associate 
member of the firm, demonstrated 
that the effects of following the 'cur- 
rent purchasing price” recommenda- 
tions of ED8 (The Accountant, Jan- 
uary 18th) could be dramatically 
influenced by the circumstances of the 
individual industry or company. 

Companies with a highly-geared 
capital structure, in particular property 
groups, hotels and breweries, were 
liable to show enormous increases 
in CPP terms over their historical 
earnings; he quoted as an extreme 
example Land Securities, whose CPP 
earnings would be nearly 400 per 
cent above the historical figure. Elec- 
trical and heavy engineering 
companies, on the other hand, with 
substantial capital investment in de- 
preciable plant and relatively high 
stock levels, would tend to show 
reduced earnings in CPP terms; 
Babcock and Wilcox, Vickers, British 
Leyland and ICL were among the 
well-known names here. 


Mr S. R. Harding, F.C.A., finance 
director of Thomas Tilling and a 
member of the English Institute's 
Council, defended the philosophy of 
EDS. Neither the Institute nor the 
CBI, he said, had been overburdened 
with comments in response to the 
exposure draft; nor was there room 
for argument that, with inflation 
running at 7 per cent per annum, the 
general price level would double 
itself in ten years, so that one could 
no longer rely on historical figures. He 
saw advantages in the use of a single 
universal and  externally-imposed | 
index, since oné objection to re- 
placement cost accounting was the 
latitude which it allowed to individual 
companies to compile their own in- 
dices. 

'The third speaker, Mr H. Vermeulen 
of the Netherlands NV Philips group, 
put the case for replacement cost 
accounting — also favoured in the UK 
by the Society of Investment Analysts 
(The Accountant, June 28th). ‘Though 
CPP might appear to be simple and 
logical, with a uniform method of 
adjustment, he preferred to see the 
more detailed application of replace- 
ment cost, particularly as a guide to 
management decisions. 
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_ Training for Accountants 
in Industry 


[DANCE for those responsible 
for training accountants in indus- 
try, commerce and the public services is 
given in a booklet published last week 
by the Department of Employment. 

It stresses that essential elements of 
training policy need to be clearly 
stated but that there are strong reasons 
for building in a great deal of flexibility. 

“It is impracticable to reflect every 
facet of accounting work carried out in 
industry, the report says. “It is 
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unrealistic to assume that the account- 
ing function is static when in fact it 
is constantly developing; the range of 
work varies between industries and, 
equally important, between organi- 
zations of different sizes.' 

The report points out that the 
accountancy bodies have a key role 
because “a worth-while scheme of 
accountancy training must be related 
to the acquisition of a recognized 
qualification, and secondly because 
of the part played by the professional 
bodies in maintaining and developing 
accounting standards”. 
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The booklet contains sections on 
sources of recruitment and selection 
procedures; the training programme 
and details of training; and further 
education and career planning. It gives 
an example of a typical induction 
programme and a suggested syllabus 
for accountancy training. 

Entitled Training for Professional 
Accountants in Industry, Commerce and 
Public Services (HMSO 25p), the 
booklet is a report of a joint committee 
of Industrial Training Boards pre- 
pared in consultation with the prin- 
cipal accountancy bodies. 
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THIS IS MY LIFE 


Calculating Costs 


by An Industrious Accountant 


WE hold a weekly accounts staff meeting to discuss 
current developments and operating headaches, as 
the case may be. On this occasion both the financial 
accountant and the office manager reported cheerfully no 
problems, thank goodness, but then Costs shocked the group. 

He was giving notice, he said casually ; he'd been offered 
a new job. His new boss wanted him to start right away, 
what with holiday pressure and so forth, so perhaps we'd 
let him go by the week-end rather than insisting on the usual 
month's notice. 

A cold silence followed. Our past resignations have 
tended to follow a more formal time pattern, with pre- 
liminary confidential exchanges about future pay and 
prospects, and subsequent working out of means of mini- 
mizing resultant disorganization. This off-the-cuff publicity 
was an innovation of doubtful merit. 

My first question referred to his reason for going. 


Was there some job difficulty, or personal friction, or 


nagging grievance or what-not? Costs said there wasn't; 
it was just that he was bored. He wanted a change; he 
aimed to shop around a bit and see what he fancied. His 
new boss had approached him with an offer of £200 a year 
better, so naturally he had to look out for Number One. 

The O/M's eyes bulged with indignation. As one who 
remembered the job scarcities and sackings of the Hungry 
Thirties, and the bitterness of long unemployment, he 
rather expected an avenging thunderbolt to flash through 
the window and annihilate the blasphemer. In its unfor- 
tunate absence, however, he restricted himself to a tart 
comment that presumably we'd have time to reorganize 
the section. Leavers forced to stay on working, of course, 
were worse than a plague of hornets. 

Costs seemed vague. He'd do his best, he said con- 
descendingly ; somebody had to be caught short, and that's 
too bad; but it was shot-for-shot nowadays. 


I'd liked his style, I reflected a little sadly; we'd planned 
rotation and advancement for him next year. It was 
unfortunate. . . . 

He was explaining cheerfully how good his prospects 
were. His new boss manufactured some sort of instant 
furniture; getting in on the ground floor could mean a 
bonus .. . the share option scheme, too, could make him a 
fortune! 

The FA remarked ironically that Costs was darned 
lucky we'd sent him on that taxation course. Costs agreed ; 
in fact, that's what started him thinking. Anyhow, he 
smirked, all this full-employment jazz meant no Worry 
about future work; even if the plastic chairs went wrong 
he'd easily get another job; he could even apply to us again. 

I smiled non-committally. Something old-fashioned 
inside me was murmuring Eliza Doolittle's classic answer. 
The devil take him and his instant furniture. 
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The Financial Scene 


HILE the latest increase of 

24 per cent in the Bank of 
England minimum lending rate is 
directly related to the state of affairs 
in the foreign exchange markets, the 
financial scene in Britain is not 
making life any easier for the Treasury 
economists. 

During the first quarter of 1973 
there was a marked resumption of 
stockbuilding in the private sector. 
This contributed substantially to the 
reduction in the pace at which the 
private sector was acquiring financial 
assets. 






Dividends on ordinary shares in the 
first quarter at {£520 million were 
slightly higher than in the same 
quarter last year, but the increase in 
interest payments in this latest period 
was very much higher — £689 million, 
compared with {£490 million. The 
balance of undistributed income of all 
companies before allowing for de- 
preciation, stock appreciation, and 
any addition to reserves, was £3,715 
million, compared with £2,790 million 
in the first quarter of 1972. For 
industrial and commercial companies 
only, the corresponding figures of 
undistributed profits were £1,412 
million compared with £958 million. 
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In the field of capital expenditure 
there is still not much evidence of the 
long overdue increase. Gross domestic 
fixed capital formation in the first 
quarter of 1973 at £940 million 
compared with £796 million, although 
a substantial increase in the value of 
stocks and work in progress to £480 
million, provides evidence of the rising 
level of industrial activity. 

There was a considerable fall in 
the volume of personal saving in the 
first quarter, attributable to the pre- 
VAT boom in consumer expenditure. 
The Government must be hoping 
that the level of saving will soon 
return to its recent high levels. 





Truest and Fairest 


The Case for Social Audits 


by JAMES DEWHURST, M.A., F.C.A. 


Senior Lecturer, School of Industrial and Business Studies, 


University of Warwick 


In the course of a paper reproduced in The Accountant of April 5th, 
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Mr J. M. Goldsmith called for realistic and responsible accounting for 
companies’ use of natural resources. In the present article, the author pursues 
the theme of a ‘social audit’ to assess the impact of management policies upon 


the environment. 


Fok many years, the dominant feature of all accounting 
was the yearly profit and loss account and balance sheet. 
This report by the de facto management of a company to 
the de jure owners was highly respected. Within the limits 
of the historical accounting convention, it was accurate 
and it was true. 

It had, however, a number of basic drawbacks and 
limitations. Because it was based on the historical cost 
concept, the effects of inflation were ignored. Current 
purchasing power accounting now takes account of this. 

One other drawback of the yearly statements of account 
arose from their very comprehensiveness. Because they 
dealt with all the operations of the company and covered 
a complete year, they lacked the detailed up-to-date 
information required by management. Cost accounts split 
the overall figures by products or by services supplied, 
and monthly or quarterly profit and loss accounts split the 
yearly profit figures into much shorter periods. All these 
accounts, together with budgeting, come under the generic 
term of management accounting. 

_ Even these accounts only record the past or, in the case 
of budgeting, the expected effect of decisions already made 


as to the future. Such accounts, though useful — particularly 
in comparing actual with expected performance — are not, 
except to the extent that decisions are based on past figures, 
part of the decision-making process. Nearly all important 
decisions, indeed, involve the expenditure of money now 
and its recuperation later, either in the form of savings or 
cash flow from additional profits. Capital investment 
appraisal methods must therefore, take account of the value 
of time. DCF and present value techniques do, in fact, 
cope adequately with the different values of sums of money 
in time, due to the interest-earning capacity of cash. 
Summing up, it can be said that accounting, in the broad 
sense of the term, can be divided into recording the past, 
and helping to make financial decisions affecting the future. 


Social accounting 


Until recently, however, the framework within which both 
these areas of accounting expertise operated was restricted 
entirely to a consideration of those items which would be 
reflected in a profit and loss account and the balance sheet 
of the company. Any additional benefits or any activities 
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detrimental to society, to local government, or indeed to 
any institution or person “outside” the company, were not, 
as such, recorded. 

Taking the classic case of the detergent manufacturer 

who has sales of £10 million, expenses of £9 million, and 
involves local river authorities in extra charges, for dealing 
with effluent pollution, of £2 million, only the £9 and £10 
million figures would be recorded in the accounts of the 
manufacturer. But should the £2 million cost which the 
manufacturer has caused be ignored in his accounts? 
Should we ignore all costs and benefits exogenous to a 
company, when the company has been responsible for them? 

Clearly there is a prima facie case for extending the 
present conventional accounting framework, which merely 
records costs and benefits within a company, to the wider 
horizon of all costs and benefits for which it is responsible. 
One name for recording the effects of social costs and 
benefits, over the last accounts year, is the 'social audit! 
though, strictly, “statement of additional social costs and 
benefits! might be more accurate. 

The process of considering the social effect of proposed 
financial decisions has no particular popular term associated 
with it, though the practice of including an additional cost 
benefit appraisal along with the conventional DCF 
calculation in submitting large investment projects has 
been standard practice for some short while. The aim, of 
course, is to convince the government, or other authorizing 
body concerned, that the overall benefits to the community 
will be substantial, and therefore that permission to go 
ahead with the investment should be given in the national 
interest. Although conventional accounting, as has been 
noted, started with recording the past and then moved, 
much later, to considering the future, the same process is 
not happening with the wider, all-embracing, social 
accounting. Here, both preparing for the future, and the 
reverse side of the coin — that is, recording these items after 
they have happened - are being currently developed at 
much the same pace. 


Cost benefit appraisal 


A number of firms, particularly multi-nationals, when 
considering major investment projects produce: 


(4) a conventional capital investment appraisal; and 


(b) a comprehensive cost benefit appraisal which takes into 

account the social effects of the decision. 

The cost benefit appraisal is not necessarily an all- 
embracing statement of the impact of the investment on 
all institutions and persons exogenous to the firm; its 
aim is to justify the project to the authorizing power — 
usually a national, though sometimes a local, government. 
The emphasis of the cost benefit appraisal will therefore be 
on those benefits, such as contributions to the country's 
balance of payments, reduction in unemployment in 
distressed areas, or associated community benefits, which 


that authority will wish to see. 


Because it is at a macro-economic level, the appraisal will 
generally be couched in the familiar economic terms of 
conventional social cost benefit analyses; this appraisal is, 


indeed, likely to be prepared initially by an economist 
Xd coUe 00) SER PRE SEEN DEES Say EA C AQ SDN UEM EUM CN GE 


! See appendix for pro forma layout of social audit. 


employed in the central planning department of the firm. 
Nevertheless, the accountant will have overall responsibility 
for the investment project, and it will be necessary for him 
to have some understanding of these socio-economic 
methods and techniques. 

Earlier, it was stated that the term “social audit’ was 
something of a misnomer. It would certainly be wrong to 
Suggest that preparation of a separate social profit and loss 
account and balance sheet — similar, perhaps, to ‘current 
purchasing power’ accounts — is implied. Nor is the social 
audit related to human asset accounting, which attempts to 
put values on such assets as staff, research expertise and 
trade relationships built up over the years. ‘There is, in 
fact, probably no change at all in assets and liabilities, or 
indeed in sales and purchases. 

All the emphasis of the social audit is concentrated on the 
expense figures in the profit and loss account. The basic 
criterion here is that when such expenses give rise to 
benefits, over and above those required by law or by accepted 
convention, then these are included on the credit side 
of the social audit. Similarly, any failure to take appropriate 
measures, such as those that a reasonably prudent and 
socially aware business management should respond to, 
ought to be put to the debit side of the social audit state- 
ment. Examples of ‘social disbenefits’ would be neglecting 
or, deferring the installation of safety devices, or failure to 
spend money on reasonable anti-pollution measures. 

In practice, it is hard to believe that any management 
would allow these costs to appear in any social audit, since 
the adverse publieity that would inevitably follow would 
be a factor powerful enough to induce management to take 
the necessary action in time to prevent it. 


Social benefits 


It is the benefit side of the social audit statement which 
will be the major consideration, and needs to be examined 
in some detail. All social benefits in this statement should 
be segregated into two quite separate parts, 1.e., benefits to: 
(1) People connected with the business, i.e.: 
(a) employees; 
(5) shareholders; 
(c) trade relatiens, such as customers and creditors; and 
(2) The community at large. 


The reason why the totals of those two groups of benefits 
should not be aggregated is mainly a practical one. No one 
can tell what part of the money spent on people connected 
with the business should rank as a genuine social benefit, - 
and what part is just an indirect profit-earning expense; 
for instance, what part of the money spent on a canteen or 
playing fields is a real additional social benefit, and what 
part is just another of the ‘fringe benefits’ that employees 
take into account, along with their take-home pay, in decid- 
ing what the company is oftering them? Clearly only the 
former should count; equally clearly, it is just a matter 
of opinion what proportion this part should be of the total 
expenditure. 

One difficulty bedevils the whole concept of the social 
audit. Put in general terms, the problem is this: should 
(genuine) benefits to society be included whether or not 
they occur as a result of a management decision made with 
this object in mind, or — the reverse way round — should 
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benefits to society which occur solely as a by-product of a 
normal management profit-earning decision be included? 
All this, of course, presupposes that profit-earning is the 
decision criterion which corporate management uses. 

Economists assume that this, broadly, is a true comment 
on operations in the private sector; accountants nowadays 
tend to think that it is not. No one can be sure, since 
decision making is a complex affair usually involving the 
interaction of a number of people whose real aims are 
unstated and unclear. What is certain is that the conven- 
tional profit and loss account concentrates attention en- 
tirely on one final figure — the profit. If social audits are to 
be supplements to such accounts, they must start from this 
position. 

A good deal of genuine social benefits will arise from the 
work of individual employees of the company. Employees 
who spend part of their time on charitable, non-profit- 
making work, including research, should have a pro rata 
proportion of their salaries credited to the social audit state- 
ment. Directors who spend some of their time on central or 
local government committees and research workers who 
contribute to learned publications, are other examples. 

The company, as a corporate entity, can make very 
substantial social contributions in reducing pollution. 
Costs of re-landscaping mining sites, reducing effluents or 
noise levels beyond those required by government act, 
local decree or accepted practice are entitled to be included 
as social benefits. 

The company can, of course, make direct social con- 
tributions simply by paying cash to an appropriate social 
institution or charity. What constitutes an appropriate 
social institution is a matter requiring some judgement, 
and only charities giving genuine social benefits to the 
community should be included. Many charities spread 
their activities over a number of widely different areas, and 
it may be difficult to decide whether to allow contributions 
to them or not. 

It is here that the expertise of the auditor will be most 
needed, and the importance of this work perhaps does 
justify the use of the term ‘social audit’. 


Problems and conclusions 


Social audits, if they become common, will emphasize the 
fact that money is being spent by a company on social 
benefits. ‘There may be tax complications here, since it is 
hard to see how the use of such money can be regarded 
as wholly and exclusively laid out for the purpose of the 
business. One other problem on the social benefit side is 
that, though we are really concerned with stating the 
benefits to the community, we are actually recording not 
the benefit, but the cost. Conceptually it is wrong to 
assume that the value of a benefit is equal to its cost. 
However, nearly all the problems in social auditing arise 
because of the difficulty in defining an agreed social benefit. 
For instance should a company which pursues a policy of 
restricted advertising, or selling its products in some 
country run by an oppressive military dictatorship, receive 
any social credit? Obviously it depends on our opinion of 
these countries, and opinions differ. It will be argued that 
the twin problems of whether to include or not and, if to 
include, at what value, are so great that the whole concept 
of the social audit should be abandoned as being unwork- 
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able and imprecise. Much the same arguments, it will be 
noted, as were used against inflation accounting. 

If, some day, accountants come to accept that their 
function in relation to a company goes beyond the narrow 
recording of revenue and costs, and should extend to cover 
the effects that a corporate body has on the environment 
around it, then social audits will become mandatory 
supplements to normal accounts. 

This will present a pretty problem to those required to 
verify such statements. Some while ago a distinguished 
firm of auditors, faced with the problem of how to describe 
supplementary current purchasing power accounts when 
they had already stated that the historical accounts pre- 
sented a ‘true’ and ‘fair’ view, opted for ‘truer and fairer’. 
Will ‘truest and fairest’ be the term used when the social 
audit is included? 


Appendix 
SOCIAL AUDIT 


Statement of supplementary costs and benefits 


Social costs or disbenefits 
Excess costs to local authorities, e.g., for dealing with pollution. 


Neglecting or postponing the installation of safety devices 
and welfare facilities. 


Failure to provide reasonable anti-pollution measures. 


Payment of unreasonably low wages, or arguably, payment of 
wage increases above government norms. 


Social benefits to persons connected with the firm 
Employees 


Extra costs of training; provision of welfare facilities (canteens, 
playgrounds, nursery schools). 


Employment of old age pensioners, coloured or minority 
groups, handicapped persons, beyond quotas required by 
statute or commercial expediency. 


Shareholders and trade relations 
Provision of additional information and facilities. 


Social benefits to the community at large 


Pro rata proportion of salaries and related expenses of 
employees engaged in socially beneficial actions. 


Donations to charitable and social institutions. 


Costs of any anti-pollution measures, e.g., reducing effluents 
or noise levels, beyond those required by law or custom. 


Additional costs of providing buildings, land or facilities 
which are of particular social benefit because of their unusually 
good construction, generally pleasing appearance or especial 
safeness or durability. 


Additional costs of producing products or services which are 
particularly safe, well-made or pleasing in appearance, in 
excess of the levels advertised and needed for marketing 
purposes. 


Voluntary restrictions of investment and selling in countries 
under the control of totalitarian regimes, or those pursuing 
socially retrogressive policies. 


Voluntary restriction of selling of socially undesirable pro- 
ducts, e.g., armaments, skins of rare wild animals, potentially 
dangerous electrical components, or poisonous compounds 
for which a safer, but more expensive or less marketable, 
alternative exists. 
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p c planning and control is almost universally 


based upon single value estimates for the various 
elements included in the plan. While each single estimated 


. value is the result of much careful thought and may be the 


best that is possible, it is widely recognized that the actual 
outcome for each of the variable factors will fall on either 
side of that value. Such planning provides management 
with no assessment of the certainty of the individual 
values or of the overall outcome in terms of profit. Its 
understanding of the possible outcomes over the planning 
period is thus necessarily limited, and decision-making 
takes place on the basis of a lower level of information 
than might be possible if some assessment of probabilities 
is made. 


Why probability analysis ? 


The majority of corporate operating plans are deterministic 
in that the summary of the period's projected operation 
shows a single value for planned sales, and single values for 
each heading of expenses and profit. The outcome is 
unlikely to produce exactly these values but, nevertheless, 
they are used for a wide range of planning and control 
decisions. 

Deterministic planning does not, however, provide 
management with any assessment of the probability of the 
single values being achieved, or of the possible spread of 
operating results, such as net profit. If, for example, 


planning indicates a profit of £100,000, and if it is go per 


cent certain that net profit will exceed at least £80,000, 
management may be prepared to commit the business to 
future outlays on, for example, plant extensions. Without 
such an indication of probability, uncertainties surrounding 
the financial outcome for the period can inhibit reaching a 
decision on such expenditures and the opportunity for 
future profits is lost through default. 

In other situations, a major shortfall against planned 
profit may cause consternation when compared with a 
single value estimate, whereas it may be seen as falling 
within foreseen limits where probability analysis is adopted. 


Estimating probabilities 


The use of probabilistic simulation in planning operations 
requires much more careful thinking about the future and 
explores more widely management's views of the possible 
pattern of future events. 

For example, sales management may plan for a £650,000 
sales value for the period using a single value estimate. 
In a probabilistic simulation it is necessary to explore the 
probabilities of that value and other values of sales being 
achieved. To obtain these it is necessary to put a series of 


questions to sales management along the following lines: 
‘In your best judgement, what percentage possibility would 
you assign to total sales being equal to or less than 
£200,000?’ The same question would be repeated for other 
values. 

When the answers to these questions are checked, pos- 
sibly from a number of sources, a pattern might emerge 
similar to that shown below: 


Sales Probability that total 
(£000s) sales will not exceed value shown 
200 0°03 
300 0°05 
400 O'II 
500 0:22 
600 0°43 
700 0:64 
800 0:78 
900 o:88 
1,000 0:95 
1,100 o:98 


Similar probabilistic estimates would be required for the 
other major variables included in the operating plan, such 
as materials, labour costs, selling expenses, etc. From each 
of the estimates it is then possible to draw up a cumulative 


probability distribution for that variable along the lines . 


of that shown in Fig. 1 for the sales values and 


probabilities quoted above. 
Fig 1 
Cumulative Probability Distribution for Sales 
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Cumulative Probability 
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Probabilistic assessment of profit 


Methods of computing the probability distribution for net 
profit are discussed in an article by Hugh J. Watson en- 
titled “Financial Planning and Control”, which appears in 
the November/December 1972 issue of Management 
Adviser. 

There are two basic ways of combining the individual 
probabilistic estimates in the form of a budget to arrive at 
the assessment of net profit. The analytical approach re- 
quires considerable mathematical and statistical skill to 
apply, and is not dealt with further. The numeric approach 
does not impose such demands, and is dealt with below. 
(The difficult mathematical operations are replaced in the 
numeric method by a large number of easy computations; 
because of this bulk, it does usually require access to a 
computer.) | 
The first stage after completing the probabilistic esti- 
mates is to specify the relationships between the variables 
in the budget. At the same time, management would be 
required to specify what action it would take in other areas 
if specified variables move outside a given range, e.g., if 
sales fall below £x, would management reduce R & D 
outlays? 

The interdependence of variables is illustrated by the 
cost of goods sold. In a probabilistic budget this is made up 
of a probabilistic estimate of fixed costs, plus a probabilistic 
estimate of the unit variable costs multiplied by the esti- 
mate of sales volumes for each level of probability. When 
these relationships have been established a budget is built 
up in the usual form such as that shown in Fig. 2. 














Fig. 2 
n CALCULATIONS OF NET PROFIT TO PROVIDE FREQUENCY 
DISTRIBUTION 
Ist Iteration nth Iteration 
Simulated Simulated 
Random value Random value 
number ({£1000s) number (£ 1000s) 
Sales 64 700 43 600 
Cost of goods sold: 
Fixed ... Ear - 39 38 54 
Variable .. 22 141 20 120 
Selling expenses: | 
Fixed Dent as 48 40 52 
Variable .. 26 72 16 58 
General selling and 
administration: 
Fixed 42 160 go 185 
Variable .. 30 39 60 45 
Research and 
development 50 76 o8 37 
Interest . certain 3 . certain 3 
Total expenses 578 554 
- Net operating profit 122 46 


A table of random numbers is used to select the value 
for each of the variables that is to be used, to which is 
added any items which are certain, such as interest. If one 
takes the value for sales, then if the next random number is 
64, one can see by reference to Fig. 1 that the sales value 
associated with a cumulative probability of 0-64 is £700,000. 
'This value is then inserted in the first calculation of the 
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budget. This process is repeated for the other variables to 
produce the completed budget and resulting net profit. - 
This process is repeated a number of times, and each time 
a value for profit is computed, it is plotted on a histogram 
similar to that shown in Fig. 3. When a sufficient number 


Fig 3 
Probability Distribution of Net Operating Profit 
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of net profit values have been computed to provide a 


representative sample of possible outcomes, then this =| 
histogram shows the probability of different values of net — . 
profit being achieved in the planning period. E 
Sensitivity analysis P 
Where the data for the probabilistic budget is in computer —— 5 
readable form, it is possible to explore other ranges of de 


Ay 


variability. For example, when discussing the budget =~ 
during the approval stage, management may ask what Y 
would be the effect if the whole range of possible direct 
labour costs had been underestimated by 10 per cent. This — — 
type of question can be answered quite simply by moving — 
the range of labour costs up to 1o per cent and repeating 
the computations of operating profit. In this way, the rela- 
tive sensitivity of profits to changes in the income and cost | 
factors in the budget can be ascertained — information "d 
which is important in decision-making and in designing — 
the most effective control system for that operation. A 

Although requiring more effort in planning, probabilistic — 
budgeting provides management with greatly increased — 
information for decision-making. Future plans can now be — 
assessed on estimates of the range within which profits —— 
might vary and the probabilities of different levels being — 
achieved. At the same time factors to which profits are — 
particularly sensitive can be identified with obvious implica- 
tions for the structure of the management control system. 
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by OUR INSURANCE CORRESPONDENT 


MO insurance companies have withdrawn from 
providing house purchase loans. At one stage, the 
provision of house purchase loans was a useful way for 
companies to sell life policies, but in recent years most 
offices have withdrawn from the market, since they have 
been able to earn better rates of interest for their funds 
(with less administrative work) by investing elsewhere. 

As a result, the bulk of funds for house purchase now 
comes from building societies. Nevertheless, appreciating 
the fact that a house purchase loan can help to sell a life 
policy, quite a number of insurance companies have 
arrangements with building societies whereby, in return for 
an investment with the building society, the latter will 
provide a quota of funds for prospective policyholders. 

At the top end of the market, there are some insurance 
companies which will provide substantial house purchase 
loans, repayable by means of, say, a non-profit or whole 
life policy. Here, however, higher rates of interest are 
charged than for more modest loans, since there is less 
competition for the insurance companies. 

Although unscrupulous or ignorant salesmen probably 
still sell a number of life assurance policies on the basis 
that possession of such a policy will help in obtaining a 
house purchase loan in the future, the majority of policies 
will be no help at all in this connection. In the past, 
various insurance companies offered deferred house pur- 
chase policies, where there was such a guarantee, and 
provided that the house and the house purchaser matched 
up to the status requirements of the insurance company. 


Linked investment 


Now, however, for anyone wishing to save in advance for 
house purchase through a life policy, probably the best 
arrangement is to take a policy linked to building society 
investment. The principle behind this type of contract is 
that a ten-year endowment assurance policy is taken out, 
and the insurance company invests the major part of each 
premium with a building society. That part not invested is 
used to meet the costs of life cover and administrative 
expenses. 

From the outset, the rates of interest paid on this type of 
contract have been high; however, there is an added 
advantage for the policyholder in that, for mortgage 
purposes, he counts as an investor with the building society. 
All the indications are that these schemes could have been 
more successful if they had been given greater promotion, 
and if the advantages had been spelt out to investors. It 
appears that one of the difficulties has been that the margins 
for all concerned have been too low. 
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When a house purchase loan has been obtained from a 
building society, the society may be anxious for repayments 
to be made by the annuity method, whereby level payments 
are made throughout the term of the mortgage (barring 
changes in the interest rate), with part of each payment 
consisting of a repayment of capital and part consisting of 
interest on the capital still outstanding. The advantage to 
this method for building societies is that, when funds are 
short, the capital is returned in instalments, and it is not 
necessary to wait until the end of the term for repayment 
of the capital. 

This method can be attractive, also, for house purchasers, 
since the net monthly outlay at the outset is quite low, 
increasing throughout the term of the mortgage. 'l'his is 
simply because at the outset, with a large amount of capital 
outstanding, the bulk of each payment consists of interest, 
on which full relief of tax can be claimed. As the capital is 
repaid, the interest content of each payment diminishes, 
and thus less tax is recoverable. 


Collateral security 


Nevertheless, the use of a life policy for repayment of 
a house purchase loan is becoming increasingly popular. 
Some building societies are strongly recommending this 
method of repayment, in view of the commission which will 
be paid by the life office. 

Irrespective of what type of policy is chosen, a standing 
mortgage is arranged at the outset, with interest being paid 
on the full amount of the loan throughout the term of the 
mortgage. At the same time as the loan is obtained, an 
endowment policy is arranged to mature when the loan is 
due to be repaid. The policy acts as collateral security for 
the building society and it is intended that the maturity 
value of the policy should be sufficient to repay the loan in 
full. 

When a loan is repaid in this way, there is protection 
throughout the term of the mortgage in the event of the 
policyholder's death. Should this occur, the policy becomes 
a claim, and the loan is repaid in full. Thus it is not necessary 
to have a mortgage protection policy — which is virtually 
essential when repayment is by the annuity method. 

A few insurance companies operate 100 per cent endow- 
ment mortgage schemes for professional and executive 
borrowers buying certain types of property. The usual 
procedure is for this type of scheme to be run in conjunction 
with a building society, which advances the bulk of the 
funds required, the insurance company providing the 
balance. The rate of interest charged by the insurance 
company may be the same as that charged by the building 






» 10 New La 
X A ri > EA 


CINES IR PA TS RS A: a Rd DA ea 


"TEE ] ` 5 
y d : 


August 2nd, 1973 


Ge T MAN? CROCI vist O E ITO V DESC INS 


ACCOUNTANT 





New Audit '73 


For two years now we have been engaged on 
our normal quinquennial evaluation of — 
no, not our pension fund - our audit methods 
and documentation. The job's just finished 
and training courses are under way. The 
result? Integrated manual/computer docu- 
mentation: a shortened ICQ linked to flow- 
charts; greater use of computer programs and 
a greater demand all round on individual skill 
and initiative. 


Siesta ? 


No, not so easy, now we're going open plan 
in London. After lunch apart, everyone's 
pretty pleased with the cheerful, informal 


atmosphere. 





Testing a Disk File 


More and more clients have computers and 
the systems become increasingly complex — 
on line data entry and real time processing. 
All staff have to be trained in these new 
systems and the audit techniques that are 
used — test data and computer programs. 
We've just run a course for some of our 
European offices in the Loire Valley — no 
shortage of volunteers for lecturing! 











We train specialists, too. They attend 
intensive four week courses — we've just 
finished one at a conference centre near 
Northampton. After the course they spend 
a year or two on one of our several computer 
audit groups — reviewing these complex 
systems and developing our computer audit 
package -  Auditpak. Who are these 
specialists? Seventy volunteers from the 
general audit staff who reckon a deep 
knowledge of computer matters is essential 
in this day and age. 


Spreading our Wings 


We've recently opened in Helsinki, the Isle 
of Man and Hamar. You'll want an atlas for 
this last one! 
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Overseas 


Recent overseas activities : 


(a) Our Johannesburg office has moved to 
one of the landmarks of Johannesburg, the 
Guardian Liberty Centre. 


(b) Eight U.K. staff have recently departed 
for three month secondments in Zambia, 
seven are currently in Nigeria for one month 
and another two have just arrived in Singa- 
pore for four months. For one of these, 
Tim Stone, it is his second spell abroad in 
the eighteen months since he joined Coopers 
& Lybrand. Last year he spent six months 
in Arusha in the foothills of Mount 
Kilimanjaro. 
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Outside Work? 


A surprising number of things go on. We 
invaded the Dorchester on May 7th, with the 
fifty-five staff currently working in London 
from fifteen overseas countries. Guess which 
country has the most? 


The London office golf meeting took place 
at the Royal Automobile Club course at 
Epsom on May 11th. 


L3 e 

Sporting Dinners? 

The Midland offices held theirs at the Cricket 
Ground, Edgbaston, on May 4th and the 
London computer audit group went to the 
Hurlingham on January 31st. Each group 
dines once a year and there's quite a lot of 
rivalry for enterprising evenings. 
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Stop Press 


The results are out — at last! 

Well done! Now's the time for celebration. 

Better still, combine it with a visit to 
Jeremy Spurling in our London office. He'll 
tell you of our numerous career oppor- 
tunities throughout the country. 

And throughout the world. We're still 
looking for staff for over 30 countries. The 
world really is your oyster. 


CeL 


Coopers & Lybrand, Abacus House 
Gutter Lane, London EC2V 8AH 
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Knight 
Frank &- 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Squar O, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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| Many hundreds of accountants have found the right job 
| 


LEWIS, COATES & LUCAS LTD through this useful service. 





FREE LISTS OF VACANCIES 


will be posted to you or you can call at our Information Centre 
and — without any form-filling — study the classified registers. 
Over 500 vacancies in the U.K. and overseas offer you the 
widest choice. Ring for relevant list! 


LAW STATIONERS 
COMPANY PRINTERS 
COMPANY AGENTS 


* Draft Memorandum and Articles 

supplied by return of post Public Practice: L. Kelleher, 01-628 4550 
* Company Seals and Books More than 300 Professional firms utilize our services in 
> Notepaper, Bills, etc., printed engagement of all grades of staff from Articled Clerks 
$ Rubber Stamps | to Partners. Salaries: U.K. — up to £5,000; Overseas — up to 
a £10,000. 


All office requisites 


READY-MADE COMPANIES Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


inclusive Temporary Staff: M. Farrer, 01-628 0391. 
Terms are better than is usual for temporary assignments. 


Fett NS RICHARD OWEN ASSOCIATES 


LONDON EC1 Box 23, 47 Finsbury Court 


01-253 2977/8/9 and Telex 262687 Finsbury Pavement, London EC2A 1HT 
01-251 0344 (7 lines) Note: Week-ends and evenings answering service 01-628 8860 
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society, even though the insurance company is second 
mortgagee. 

"Usually the insurance company provides a second mort- 
gage so that the borrower obtains 100 per cent in all. In this 
event, two policies are arranged — one for the building 
society loan and one for the loan from the insurance 
company. Sometimes the rate of interest charged by the 
insurance company is higher than the building society's 
rate, and the insurance company's rate may be fixed for 
the term of the mortgage. 


Non-profit contract 

At one stage, the cheapest way of repaying a house 
purchase loan with a life policy, in terms of monthly 
outlay, was to arrange a non-profit contract. In this 
event, the maturity value would be sufficient to repay the 
loan, but with no margin. In terms of overall cost, this 
method is very similar to the annuity method mentioned 
earlier, but does not have the latter's advantage of a 
relatively low net cost at the outset which increases gradually 
throughout the term of the mortgage. 

At one stage, with-profit policies were popular for the 
repayment of house purchase loans. With such a contract, 
an appreciably higher premium is payable than with a non- 
profit policy; nevertheless, due to the bonuses which it is 
anticipated will be added to the sum assured from the 
profits earned by the life office, there should be a sub- 
stantial tax-free capital sum for the house purchaser after 
the loan has been repaid. In some cases, this surplus may 
equal twice the amount of the loan being repaid. 

In recent years, however, there has been a rise in rates of 
bonus paid and also many with-profit premiums have been 
increased, while there has been a tendency for non-profit 

premiums to be reduced. As a result, total monthly out- 
goings can be high if a with-profit policy is chosen, in 
view of the element of ‘compulsory’ saving which is in- 
corporated. For example, leaving aside interest charges, for 
a 30-year-old man to arrange an endowment policy for 
£ 5,000 over a mortgage term of 25 years might cost about 
[125 per annum for a non-profit policy, but more than 
[203 for a with-profit policy. With the latter type of policy, 
assuming a bonus rate of 4 per cent compound, the 
maturity value of the policy would be £13,329, leaving a 
tax free balance of £8,329 after repaying the loan of £5,000. 
Naturally, the figures would be more or less in proportion 
for a larger loan. 


Adjustable bonus 

Because of the difference in cost between non-profit and 
with-profit policies, in recent years, considerable in- 
genuity has been exercized so as to give house purchasers 
the benefit of with-profit policies as collateral, while 
keeping the monthly outlay to the minimum. Some 
insurance companies, for instance, allow a policy to start 
on a non-profit basis and be converted to a participating 
basis when the house purchaser is able to meet the higher 
premium required. 

A variation, introduced by one company, was an adjustable 
bonus policy. For a given guaranteed sum assured, the 
initial premium at the outset was little more than for a non- 
profit policy. At that stage, however, only 25 per cent of the 
normal bonus would be added to the policy. The policy- 
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increased at any anniversary date, subject to the payment of 
the appropriately higher premium. 

Naturally, this type of policy suffers from the drawback 
that there is not the same value for money as with a full 
participating policy. Secondly, any option must be exercized 
at least ten years before the maturity date of the policy, since, 
otherwise, the policy will not remain a ‘qualifying’ contract. 


There is little doubt that one of the most popular forms - 


of life policy for repaying a house purchase loan is the 
bonus-reinforced policy. In the first place, the net monthly 
outlay is low; in some cases, this is the cheapest method of 
all for repaying a loan. Secondly, provided bonus rates are 
maintained in the future, there will be some tax-free 
surplus for the policyholder, after repayment of the loan. 
This surplus, however, will not be of the same magnitude as 
if a traditional with-profit policy had been arranged for the 
full amount of the loan. 

The principle behind the bonus-reinforced policy is that 
it is a straightforward profit-sharing contract, but the basic 
sum assured at the outset is appreciably less than the 
amount of the loan to be repaid. In fact, the basic sum 
assured is calculated on the basis that, given bonuses over 
the years estimated at a conservative rate, the value of the 
policy at maturity will be in excess of the amount of the loan. 


Decreasing term assurance 


Whilst that may be sound enough in theory, in practice — 


there is still the possibility of the death of the borrower 
before the value of the policy has been built up sufficiently 
by bonuses to meet the amount of the loan. Normally, 
this is overcome by incorporating decreasing term as- 
surance. As a result, although the sum assured is sub- 
stantially less than the amount of the loan, the guaranteed 
death benefit equals the amount of the loan. Naturally if, 
at the date of death, the basic sum assured plus bonuses 
declared to date exceeds the guaranteed death benefit, it is 
the higher figure which will be paid. 

It is normal practice for insurance companies issuing 
this type of policy to calculate the sum assured so that, 
provided bonuses are paid at 80 per cent of their current 
rate to the maturity date of the policy, the maturity value 
will be sufficient to repay the loan. If one again takes the 
case of a 30-year-old man who needs to repay a loan of 
[5,000 in 25 years’ time, a typical annual premium for a 
bonus-reinforced policy would be £96-64. In this case, the 
policy provides a basic sum assured of £2,275. The sum 
assured guaranteed at death is £5,000 — or £2,275 plus 
bonuses, if the latter should be greater. 

With this policy, the benefits at maturity would be 
[2,275 plus bonuses. In this case, an assumed rate of bonus 
of 4:2 per cent compound has been taken (being 80 per 
cent of the current bonus rate of 4 per cent). On this basis, 


the maturity value would be £5,000. If, however, the - 


current rate of bonus is maintained, the benefit payable at 
maturity would be £6,065, leaving a tax free balance of 
£1,065 for the policyholder after repayment of the loan. 
Quite rightly, insurance companies are assuming a con- 
servative rate of bonus in the future, and building societies 
generally seem happy with a figure of 8o per cent of the 
current rate of bonus. Naturally, it is confidently expected 
that bonuses will be paid at an appreciably higher rate than 


p LY AE A ANS AA A: 
qx t B q -' n. ^ d * 3 oe > 





A è 
n~ yf , ud C 
Tj e arr ene Me eo eT - - 
2 a HN A ad » 
- AAA A v: nt Ae Gs: 


AN 


+. 

M 

e 
PC 


I» 


nd 
fa SF, 
> 
T. 


wr. LIA T ` 
*. Bu > 


EE T IN h REO 


"UN 


2 A 7 
cabe 


Ton x 
APRA = 
de Ed n C 


EE x 


ne) ADAE T. y 
ah 2074 
rr] 


, 2. 
Ax 


ERE AR oe 


^ 


fare - 


aru wo ur ME Tr - 3 
AREA Tae ico ae 


Sale 


” 


i Pra és 
udin" d E 


& ^ 


> ~ X 


— ———————— AS k : 
Sig T T SYN THE 
V X x 


m = e a TALAR 


150 


the rate assumed, so that the policyholder will have a tax- 
free lump sum after repaying the loan. It must be remem- 
bered, however, that the only guarantee at maturity is the 
initial sum assured. In practice, provided a sound office 
with a good bonus record is chosen, a house purchaser 
using this method for repaying a loan is not really accepting 
much of a risk, 

Some insurance companies are going a stage further and, 
apart from providing a guarantee that the loan will be fully 
repaid in the event of the death of the policyholder during 
the term, are incorporating a certain amount of protection 
in the event of disability through sickness or accident. 

For instance, a cash sum, equal to the gross building 
society interest, may be paid to the policyholder each 
month for the whole of the mortgage period, or until he can 
return to work. The policyholder generally can choose the 
period of deferment for this protection. For instance, the 
payments can start after 13, 26 or 52 weeks of incapacity. In 
addition to the payment of building society interest, a 
waiver of premium can be included in the contract, on the 
same basis. 

One insurance company has introduced a scheme which 
combines with-profit endowment assurance for the period 


Fiscal Influences 


on Financial Reporting 


by DAVID DAVIDSON, F.C.A. 
Partner, Arthur Andersen & Co. 


It is frequently asserted that tax considerations exert an undue influence 
on accounting practices in certain Continental countries; and, looked at 
from the UK, this is seen as a major barrier to harmonisation of financial 
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of the mortgage for a sum equal to so per cent of the 
amount borrowed, with non-profit whole life assurance 
(with premiums ceasing at the age of 65) to cover the other 
50 per cent. An attraction of this scheme is that the overall 
cost is kept low, while providing an appreciable amount of 
flexibility. For instance, if current bonus rates are main- 
tained throughout the term of a 25-year policy, the maturity 
value would repay the loan and leave the policyholder 
with a useful tax-free sum. On the other hand, in the event 
of death during the mortgage term, full life cover is in 
force. 

The combined annual premium of a 30-year-old man 
wishing to repay a £5,000 loan in 25 years' time would be 
about £135. Normally, if this type of contract has been 
arranged, the whole life assurance will continue in force 
to provide life cover when the house purchase loan has 
been repaid. 

An option gives the right from any anniversary date up to 
age 55 for the whole life assurance to become a profit 
sharing contract. Or it can be converted to an endowment 
assurance (with or without profits) at a time when the 
increasing premium can be more easily met. In this way, a 
useful capital sum can be provided at the age of 65. | 





reporting and company law.While there is undoubtedly some truth in this 
assertion, this paper seeks to show that the differences in fiscal practices, 
essentially between the UK and lreland on the one hand and the 
Continental members on the other, may be over-emphasized. 


HE main reason which is given for the difference in 

accounting practices on the Continent is that accounts 
are prepared primarily for tax purposes. It is generally 
felt that for this reason accounts, at least in certain coun- 
tries, are ‘not worth the paper they are written on’. Some 
of you may recognize this phrase from a recent public 
statement by an UK tax inspector in a similar context [The 
Accountant, May 31st]. 

I think this highlights a point which should be borne 
in mind in any comparison of accounting practices, which 
is that we should compare like with like. While not sug-; 
gesting that two sets of books are common in this country, 
it should be recognized that, rightly or wrongly, there is a 
great difference between the objectives of accounting 
statements of purely privately-owned companies and those 


The substance of an paper delivered to the recent conference on 
“Company Financial Reporting in the EEC'. 


of public companies. This is true in this country as well as 
elsewhere. 

The second main difference to be considered is statutory 
in nature. This is the rule under some Continental tax 
laws that expenses, to be deductible, have to be written 
off in the accounts. 

| propose to examine these differences in the course 
of a broad survey of the practices in the other EEC 
countries. Before doing this, however, I would like to 
put the matter in perspective by setting out a number of 
fundamental points which all the EEC fiscal systems have 
in common. 


Similarities and differences 


In each country, companies are taxed as separate legal 
entities, with the rates of corporate tax being broadly 
comparable. Rights to impose tax and the determination 
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of assessment rules are vested in central governments, all 
of which use the corporate systems as economic regulators, 
e.g. by means of investment incentives, both national and 
regional. In each case tax is governed by statutory pro- 
visions, governmental regulations and case law. 

In all cases it is necessary to submit the company's 
official annual accounts with the tax returns. The accrual 
method of accounting, as distinct from the cash basis, is 
mandatory. There is great similarity in the principles 
regarding non-deductible items, e.g. capital versus revenue, 
general provisions, charitable payments, and arm's length 
pricing. 

In all European countries, it is possible to depreciate 
buildings of all types — unlike the UK, where relief is 
limited to industrial buildings only. Purchased goodwill 
can also be amortized for tax purposes in Italy, the Nether- 
lands, Belgium and Denmark — and, in some circumstances, 
in France and Germany as well. 


The Netherlands 


I start with the Netherlands because its tax and accounting 
"practices are closest to those in this country. In fact, 
| there are no significant differences in the areas we are 

covering. As in the UK the annual accounts are the starting 
point in arriving at taxable income and the adjustments 
made are much the same, i.e. differences in book and tax 
depreciation, differences in the valuation of stock, non- 
deductible items, tax exempt income, reserves not rep- 
resenting ascertained liabilities. 

It should be noted that one special feature of the 
Netherlands, the use of current value accounting, is not 
recognized for tax purposes. One other point which should 
be noted, and which will be referred to in connection 
with other countries, is that the Netherlands, unlike the 
UK, has a six-year limit on the carry forward of tax losses. 


France and Belgium 


France, with its P/an Comptable, is a good example of the 
prescriptive approach to accounting. The format laid 
down in the Plan Comptable is compulsory for tax purposes 
and many of the provisions regarding valuation are based 
on tax law. The majority of French companies of all types 
use the Plan Comptable, incorporating the tax rules, in 
reporting to shareholders and thus we have an example 
of tax law exerting a major influence on accounting 
practices. 

In the past, this was of more significance than it is 
today. During the years of serious inflation in France 
(up to 1959) it was possible to create various tax-free 
reserves, such as for the replacement of inventories, 
according to prescribed formulae, but this is no longer 
generally applicable. 

There is a general rule in France that expenses and 
reserves must be recorded in order to be deductible for 
tax purposes. How important is this in affecting accounting 
practices by comparison with the UK? The tax rules 
regarding inventory valuation are in fact basically the 
same as those in the UK - the lower of cost (average or 
FIFO) or net realizable value. In the UK, the tax rules have 
a very strong bearing on the methods of valuation used 
for accounting purposes. 
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As regards provisions generally, the position is not much 
different from the UK. Reserves for contingencies are not 
allowed for tax purposes; provisions for estimated lia- 
bilities and losses are deductible only if booked. Here, 
in practice, the position is much the same in the UK; 
for example, it is not possible to obtain a deduction for bad 
debts in excess of the amount provided in the books. 

A particular example of the accounting treatment affect- 
ing taxation concerns long-term capital gains. In France 
these are taxed at the rate of 10 per cent providing they 
are placed to a special reserve. The normal rate of 50 
per cent is applied if the reserve is paid out as dividend 
or mingled with other reserves. 

Mention should be made here of another special fetaure 
without a counterpart in the UK. There is a five-year 
time limit on the carry forward of losses in France. Where 
losses are about to lapse, some companies revalue fixed 


assets and bring in the surplus as ordinary taxable income . 


in order to absorb the loss. The revalued basis can be used 
for subsequent depreciation purposes. 

This brings me to one major difference between France 
and the UK which is that depreciation taken for tax 
purposes, including accelerated depreciation, must be 
written off for book purposes. There are prescribed rates 
for different classes of assets and taxpayers have the 
option of using either the straight line or declining balance 
method. It is mandatory to write off each year at least the 
amount required under the straight line method. 

'This created a problem under the five-year carry forward 
restriction, and it is now provided that unutilized de- 
preciation can be carried forward indefinitely. However, 
the basic rule that accelerated depreciation — which can 
include initial allowances of 25 or 50 per cent for scientific 
research buildings, anti-pollution installations and build- 


ings in development areas — must be written off does 


represent clear difference from the UK practice. Since 
depreciation can be claimed only once, I find it hard to 
see the logic of the French rule. 

Belgium has many similarities to France, although its 
Plan Comptable is not yet in general use. There are few 
accounting rules in corporate law, and practice tends to be 
based on tax principles. There is a rule that expenses are 
not tax-deductible unless booked but, as in France, the 
major problem caused by this rule is in respect of de- 
preciation. 

This can have a distorting effect on accounts particularly 
in view of the five-year loss carry forward. In Belgium, it 
is not unusual for no depreciation to be written off in loss 
years. 


Germany 
The position in Germany is not dissimilar to France and 
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Belgium in many respects — although more organized. - 


There is a very prescriptive approach to both accounting 
and taxation with detailed rules designed to cover virtually 
every eventuality either in the corporate laws, tax laws, 
regulations or decided cases. 

It is specifically provided in the tax law that profits shall 
be determined in accordance with corporate laws and 
there is a marked tendency for book and tax income to 
coincide. However, the accounting principles laid down 
are generally similar to those in the UK. There is a general 





rule that liabilities claimed for tax purposes cannot exceed 


the amounts in the books; conversely, assets cannot be 
written down for tax purposes below the book figures. 
This presents certain difficulties — for example, in relation 
to inventories of certain imported raw materials, where 
reserves of up to 30 per cent are permitted. 

As in France and Belgium, the major accounting 
distortion arises in respect of accelerated depreciation. 
In Germany, depreciation is always based on cost, with 
prescribed rates, and there is the option of the straight- 
line or declining balance method. 


Periodic audits 


German taxation is characterized by the thoroughness 
of its administration. The German corporate tax return, 


» Which lists 125 questions is an indication of this. The 


German tax authorities also carry out periodic audits, and 
actually come in and go through books and vouchers. There 
are detailed rules as to the accounting records which must 
be kept if the accounts are to be acceptable for tax purposes 
— down to day books, forms of ledger accounts etc. Entries 
must be made daily in chronological order and, where 
alterations are made, the original entries must be visible. 

Penalties for non-compliance with the system of 
‘orderly book-keeping’ include forfeiture of the five- 
year loss carry forward; thus particular care must be taken 
in loss years to ensure that the prescribed formalities are 
followed to the letter, and that records and vouchers are 
not lost. Penalties have in fact been incurred in specific 
cases where records have been lost in the course of a 
removal to other offices, or by fire. 

Another point concerns adjustments which are made as a 
result of revenue audits. Where adjustments are made in 
respect of inter-company pricing, for example, they are not 
content with a mere disallowance — the items can be 
treated as ‘disguised distributions’ and subjected to special 
tax treatment, including imposition of withholding tax. 


Italy 


The situation in Italy resembles that in Belgium and 
France in many respects and tax laws have a material 
influence on accounting principles and practices. In many 
respects the tax rules are in accordance with principles 
used in the UK. The Liro method of inventory valuation is 
permitted in certain cases for tax purposes but the average 
cost or FIFO methods are more commonly used. Ac- 
celerated depreciation, which can be substantial in Italy, 
must be written off in the books to be deductible for tax 
purposes. As in Belgium, it is not uncommon for deprecia- 
tion not to be provided at all in loss years, because of the 
five-year loss carry forward restriction. 

It is interesting to note that in the new corporate tax 
law, which is expected to come into force in January 1974, 
there is a break from the tradition that book and tax 
treatments must coincide. This applies to inventories and a 
number of other items. Thus one of the barriers to im- 
provement in accounting is being removed. Apparently 
the existing rule concerning depreciation will continue, 
even though it is well known that it distorts the results of 
large companies such as Fiat and Olivetti. I understand 
that in this regard Italy felt it ought to keep in step with its 


original EEC partmers, France and Germany, rather than 
adopt the Anglo-Saxon approach. 

Italian tax law provides that companies are taxable on 
the basis of their accounting profits. However, the Revenue 
have the right to use the inductive method of taxation 
where all the formalities prescribed in the Civil Code 
and tax law with regard to accounting records and sub- 
mission of tax returns are not complied with. 

In practice, tax officials often try to follow an approach 
similar to the inductive method even where there have been 
no infringements, and they tend to make assessments based 
on general experience of the particular industry. This 
leads to a process of negotiation, and accordingly a variety 
of accounting practices are followed by Italian companies 
which are designed to counteract this situation. It is 
interesting to note that the Italian tax return form — which, 
incidentally, is just as comprehensive as the German one — 
contains three columns: one for the company’s figure, one 
for the tax agent’s proposed adjustment and a third for 
the final figure agreed upon. 

The government is endeavouring to improve the situa- 
tion, not only in the new corporate tax law, but by adopting 
a policy of reducing tax rates, both corporate and in- 
dividual. Improvement will probably be slow, and in the 
meantime foreign firms which operate in Italy must 
recognize the situation and plan accordingly. With proper 
advice, it is possible to ensure that tax assessments are 
based on conventional accounting practices and in accord- 
ance with the tax law. 


Conclusion 


We have seen that in the EEC countries other than the 
Netherlands, tax laws have had a major effect on accounting 
principles, basically because of a lack of any other regula- 
tory influence. Since there are relatively few public 
companies on the Continent by comparison with the UK, 
there has not been the same need for a strong independent 
auditing profession or company law to protect the interests 
of the investing public. However, we have noted that there 
are a good many similarities in the tax rules among the 
Continental countries, and thus taxation has exerted an 
influence towards uniformity of accounting. 

We have also seen many similarities between the 
Continental tax laws and those in the UK where, at least 
on a practical level, the tax and accounting treatments 
also tend to coincide, except for special items such as 
depreciation. This is the principal difference, and the 
Continental rule that tax and book depreciation must be 
the same does create a problem where acceleration is 
permitted (it may be noted that none of the countries 
give such fast relief as in the UK) particularly where 
losses are involved, because of the general five-year limita- 
tion. 

It would thus appear that, if this one rule could be 
changed, there would be a massive step towards general 
harmonization of accounting practices. On the question 
of goodwill, I should also like to see the UK adopt the 
Continental practice of allowing purchased goodwill to be 
amortized over a term of years. There will probably be 
a special situation 'south of the olive line' for some time 
but it is encouraging to see the steps now being taken 
towards improvement. 
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How to Use Management Ratios 


by C. A. WESTWICK. 
Gower Press, £6°50. 


The use of management ratios as an aid to decision-taking and 
control has developed considerably during the last decade, 
largely through the work carried out at the Centre for Interfirm 
Comparison where the author made an important contribution 
over a period of some nine years. ‘This book is an expression of 
the fruits of that work and the illustrations used draw largely 
on the material that has been developed at the Centre; it provides 
a wide-ranging practical guide to the use of ratios for analysis 
and control and full-size worksheets and detailed checklists for 
use by the reader. 

The first three chapters set the framework for the remainder 
of the book. They examine the principles that should be used in 
selecting the appropriate ratios; the setting of internal and 
external standards for comparison, including an excellent index 
of external sources that are available; and some of the problems 
of defining and computing ratios. The other nine chapters ex- 
amine the ratios that the chief executive and each functional 
manager should be aware of. Each chapter briefly analyses the 
objectives of that functional area and the factors that contribute 
to the achievement of those objectives. A framework of ratios 
is then developed which relate the operating factors to the end 
results. This is followed by a series of worksheets for that func- 
tion where the functional manager can collate the information 
required and compute the ratios. It is good to see service in- 
dustries catered for — including a set of ratios for accountants in 
practice! 

Mr Westwick is to be congratulated on producing such a 
comprehensive and easily-understood book covering this vital 
area. It fills a long-standing need, and should be studied and 
used by all managers and their advisers. 


Business, Finance and Accounting 
in the EEC 


Edited by A. T. MCLEAN, C.A., M.B.A. 
Saxon House, Farnborough, £4:50. 


This book was printed abroad in the Netherlands, which may 
account for the fact that although the editor is repeatedly 
referred to as McLean, on the cover he is twice McClean. Mr 
McLean, a lecturer from Heriot-Watt University, Edinburgh, 
together with his colleagues — mostly, too, from Edinburgh - has 
attempted to cover the effects of UK entry into the EEC on 
accounting, finance, company law, taxation and other aspects of 
business such as mergers, competition and industrial policy. 
Most edited books, such as this, consist of a number of articles 
some of which were specifically written for the text, and some of 
which are reprints of articles, papers, etc., originally written for 


other situations. This book is no exception and, in common 


with other edited texts, gives the impression of lacking cohesion 
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and an integrated approach to the subject. The editor recognizes 
and acknowledges this, and says that what has been included 
should be “sufficient to excite further thought”. 

Within these limitations and intrinsic drawbacks, the book 
does in fact produce a fairly wide and effective coverage. The 
UK entry into the EEC has been so much talked about and so 
long delayed that when in the event it did happen it caught 
most of us, and the accountancy profession too, somewhat 
unprepared. Consequently the available literature on account- 
ancy and the EEC is somewhat limited. Perhaps this reflects the 
conventional British attitude that accounting in the UK is so 
far ahead of that on the Continent that the European community 
will just have to try and come up to our standards. 

The chapter on public accountancy in the EEC includes a 
most interesting survey of the accountancy profession in each of 
the Common Market countries. Other useful chapters are on the 
European Company (Societas Europa), the supervisory board, 
and harmonization of company financial reporting. On the 
whole, a useful and timely text. 


The Rise and Decline of Small Firms 
by JoNATHAN BOSWELL. 
Allen & Unwin, £4. 


Mr Boswell is an economist who spent some time with the 
Industrial & Commercial Finance Corporation before under- 
taking a research project at the City University shortly before 
the Bolton Committee was set up. 

The present book represents a study undertaken personally 
by Mr Boswell into a cross-section of engineering, hosiery and 
knitwear companies in the East Midlands; his description 
of these as ‘firms’ is not technical, but rather embracing. The 
results of the survey he has conducted are both relevant and 
penetrating. They are recognizable as true by anyone who has 
to do with the small business. As he says in the preface, there is 
an enigma in the smaller enterprise in that it is at once more 
vital and self-renewing, and also a 'spectacle of inefficiency and 
decay’. 

These aspects of companies’ formation, growth, decline and 
disappearance are discussed in the light of the case-studies 
undertaken — and very interesting it is too. Revivals seldom 
arrive in the second generation, but await the arrival of the third. 


Many businesses do not survive their founders — some should - 


even be killed off as having achieved their purposes. There is 
no doubt that advice to small businesses needs to be more 
readily available and more effective, and both the State and the 
professions can contribute to this. 

'The appendices are so arranged as to give in greater detail 
the results of the questionnaire used and to set out the sources 
and degree of coverage of the business field selected. The 
conclusions make an interesting comparison with the Bolton 
Report itself. 


Operations Auditing 
by Roy A. LINDBERG and THEODORE COHN. 


American Management Association, $16; UK, Allen & Unwin, 
47:70. 
Both of the authors are associated with J. H. Cohn, a highly 
respected CPA firm in Newark, New Jersey, USA, have had 
extensive experience in operations auditing and have published 
articles in professional journals. The preface states that auditing 
in many companies has moved beyond asset attestation to 
include the measurement of resource utilization and of progress 
towards corporate goals, leaving the supporting technology 
lagging behind. The intention of the book is to help close the 
gap. 

The major part of the book discusses the areas to be covered, 
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i.e., the major functional divisions paralleled by related ques- 
tionnaires — tools to be used as keys for uncovering hidden 
problems or for revealing sound solutions. These are geared to 
the appraisal of organizational or functional effectiveness. In 
addition to the usual functional divisions (e.g., manufacturing, 
marketing, purchasing, accounting, administration) there are 
chapters and questionnaires on information and communication, 
on personnel, on engineering — difficult to audit because the 
results of engineering activity are not always directly measur- 
able and often show up more meaningfully elsewhere — and on 
research and renewal. 

Included as an appendix is the corporate operational audit 
general questionnaire used at Honeywell Inc., dealing with the 
concept of management control from which is intended to be 
developed a questionnaire to be used on an audit of any 
department. 

Although the book is primarily applicable to medium-sized 
organizations, the questionnaires can be quite easily adapted to 
any but the smallest units. The book is a valuable practical 
reference work for controllers, finance directors, treasurers, 
auditors and senior executives. 


Math Shortcuts 
by FLORA M. Locke. 
John Wiley & Sons, paperback. $2:95, £1:25. 


This is one of the Wiley series of self-teaching guides. It is 
written in programmed learning style, i.e., the basic approach 
is to ask a series of questions, giving spaces for the student to 
write down his answer which he can then check against the 
correct answer supplied. In order to deal with students of widely 
ranging ability and speed of learning, pretests are introduced 
after the introductory informative material at the start of each 
chapter. Depending on how well the student does in the pretest 
he will be advised to skip some, or even many, of the immedi- 
ately following questions. 

The chapters are on addition and subtraction, multiplication 
and division, fractions, percentage and solving word problems. 


"There is an appendix on practice problems, and an index, 


making up 165 pages in all. 

Although the text is American this would present few, if 
any problems to British readers. It is clear that the questions 
have been thoroughly tested and retested and are excellent for 
teaching purposes. Many of the examples and problems are 
commercial and accounting orientated. 


General Financial Knowledge 
Third edition, by A. J. WHITESIDE. 
HFL, 73:40. 


The author's primary aim in writing this book is to provide a 
survey of financial mechanisms and institutions, and the role 
they play in the UK economy against a background of economic 
events, national and international, as far as they affect such 
institutions. There is also, as the subtitle indicates, some basic 
economics relating to the laws of supply and demand; theory 
of the firm; and money, including the national income and its 
distribution. 

The main topics discussed range from the Stock Exchange 
and company finance to central, as well as local, government 
finance and overseas trade. 'T'he author writes clearly and with- 
out padding — which, given the compass of the book, is just as 
well. Any student who works his way through its 440 pages will 
learn a lot about the workings of financial institutions and the 
role they play in the UK economy. It would be a mistake, 
however, for examination candidates to imagine that this is all 
they will need in their examination; even as good an author as 
Mr Whiteside cannot do everything. 
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Business Organisation 
by J. O'SHAUGHNESsY. 
Allen & Unwin, paperback, £1-80. 


This paperback edition is the first in a series of eight volumes 
published under the title of “Studies in Management’. It deals 
with that part of the management process which it describes 
as “business organization theory' — a subject which it groups 
broadly into the classically “human relations! and “systems” 
schools. 

The magnitude of the task facing the author in drawing to- 
gether the salient facts of so broad a field of theory is evidenced 
by the 130 references which, save for the index, end the volume. 
In a total of 161 pages the book can do no more than draw a 
broad outline of how all three approaches have something to 
contribute to the overall study of organization. A postscript and 
summary introduce and tabulate the factors flowing from each 
approach as applied to certain classical problem areas. 

A profile of the book's contents is thus available at a glance 
to the hurried businessman or the student who needs a concise 
guide to the business organization area of management theory. 
There are two approaches — one an illustrative system study 
and the other a decision schedule. Each can be used either as a 
check for the practitioner or as an exercise for the student. The 
book ends with a short, but adequate, index and one is left with 
the feeling that a successful attempt has been made to fill the 
need, especially of students, for a concise exposition of current 
thinking in a still developing field. 


Measured Daywork 
Report by the Office of Manpower Economics. 
HMSO, £1-15. 


This report provides a statistical evaluation of the merits of 
measured daywork as a payment system for labour. It sets out 
the extent to which this system has been adopted in Britain and 
the reasons for its adoption. 

A second survey provides some indication of the views of 
employees on the system, with extended inquiries to judge its 
eftects on labour relations, trade union attitudes and management 
control. 'T'his dispassionate appraisal recognizes the merits of the 
system compared with payment by results and concludes that it 
may be less conducive to conflict than either time rates or PBR. 


RECENT PUBLICATIONS 


AUDITS OF Stock LIFE INSURANCE COMPANIES, prepared by 'The 
Committee on Insurance Accounting and Auditing. xi-- 183 
pp. 9x6. American Institute of Certified Public Accountants, 
$4.50; AICPA members, $3.60. 

AUDITS OF SAVINGS AND LOAN ASSOCIATIONS, viii+ IOS pp. 
9 X 6. ‘The Committee on Savings and Loan Accounting and 
Auditing, American Institute of Certified Public Accountants, 
$4, members $3.20. 

AN INTRODUCTION TO A MATHEMATICAL 'TREATMENT OF ECONO- 
MICS, second edition by G. C. Archibald and Richard G. 
Lipsey, 506 pp. 9x6. Weidenfeld & Nicolson, £6°75, 
paperback £2:75. 

FARM PLANNING AND CONTROL, by C. S. Barnard and J. S. Nix, 
viii-- 549 pp, 93 x 6. Cambridge University Press, £740, USA 

22.50. 

STATEMENT ON AUDITING STANDARDS, 235 pp. 9 6. Committee 
on Auditing Procedure. American Institute of Certified Public 
Accountants, $4.50, members $3.60. 

CONTRACT, second edition, by F. R. Davies, M.A. xviii--238 pp. 
83 x 53, Sweet & Maxwell, £2:25, paperback LT AG: 

PoLrricaL Economy: A Historical Perspective, edited by Horst 
Claus Recktenwald, vii+444 pp. 9X6. Collier-Macmillan, 


£4, paperback £1-50. 


A A A —  _— eee 
These books may be obtained from, or through, Gee & Co (Publishers) 
Ltd, The City Library, 151 Strand, London WC2R 1JJ. 
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OMBINING the roles of chairman 

and managing director is considered 
to be difficult at best and impossible at 
worst — but much depends on the man. 
There is certainly nobody in United 
Drapery Stores - or UDS Group to give 
the company its new name — who would 
deny that Mr Bernard Lyons, C.B.E., J.P., 
D.L., LL.D., does anything other than 
combine the two roles brilliantly. Indeed, 
there may be one or two people outside the 
group but inside the retail clothing trade 
who consider that Mr Lyons is too 
brilliant. 

But as managing director, and latterly 
as both chairman and managing director 
of UDS, he has been responsible for a 
considerable reshaping and reinforcement 
of the development and style of the or- 
ganization. An abortive bid for 
Debenhams was highly publicized, but 
less conspicuous and certainly more 
successful have been key acquisitions 
in the mail order field through John 
Myers, and a major extension of retail 
interests into footwear through the 
acquisition of John Farmer in July 1972 
and William Timpson the following 
December. The two companies operate 
over soo shops and Mr Lyons reports 
that a recent revaluation of ‘Timpson 
properties — including the Norvic shops — 
showed a surplus of £5:7 million on a 
balance sheet figure of £8-7 million. 

Grange Furnishing, operating in 
Greater London, is an acquisition on the 
retail furniture side on which growth 


should be built. 


By divisions 

In the recently issued UDS accounts, a 
feature was the statement for the first 
time of sales and profits on a divisional 
basis as follows: 




















Year ended Year ended 
27 January 1973 29 January 1972 
Sales Profits Sales Profits 
£000s £000s £000s £000s 
Multiple Shop 
Chains 114,452 14,634 97,404 9,503 
Department 
Stores 51,030 3,968 41,153 2,851 
Mail Order 24,4139 1,742 21,267 711 
Property 5,784 5,771 
Other Activities 6,066 618 8,786 695 
195,687 26,746 168,610 19,531 
Less: Interest 2,146 2,048 
24,600 


17,483 





UDS Group Expansion 





Mr Bernard Lyons 


Mr Lyons commented that the multiple 
shop chains, providing nearly 60 per cent 
of total sales and operating through 
over £1,700 stores, make a firm base for 
continuous organic expansion. To the 
public, the store names involved are John 
Collier and Alexandre, the multiple 
tailors, the Richards Shops ladies' fashion 
chain, Swears & Wells, and the new 
Farmer, William Timpson and Grange 
Furnishing groups. 

In this division 8o additional branch 
openings are planned for 1973 and 
results, Mr Lyons comments, ‘con- 
tradict the reservations which have been 
expressed elsewhere from time to time 
about the growth potential in men's 
wear”. That is no doubt a dig at Montague 
Burton the main tailoring rivals. 

Allders, Arding & Hobbs, John 
Banner, Landport, Linguards, Medhurst, 
Gorringe and William Whiteley are main 
names in the department store division 
in greater London and the provinces, and 
building extensions in hand will add 50 
per cent to existing selling area. Extension 
and reorganization of the mail order 
business is already showing results. 


Properties 


Properties, inevitably, loom large in 
UDS calculations — and much larger 
than they used to do before the property 
price explosion. The majority of UDS 
shops and stores, because of the nature 
of their business, occupy prime high 
street positions. Excluding leases with 


] ADRIANO CIUS RECO TES AS cy n OS ES 
e A o ee ee eh RE ee EO UA ALLA UN IO UI 
AY - o A - ¥ > ma ~~ ¢ TOR 3 * "^ 1 o La $ iy 2 0) ne ' ^ S^» » , ` - > vrs 
. ? y i THE POM. it^ (" | 3 i l Y x s ; i é = 
ACCOUNTANT 155 


under so years to run, properties are 
valued at £126 million on the basis of 
the professional valuation of the bulk 
of them in 1972 and 1973. 

The chairman says: ‘Whilst the overall 
effect of these property holdings is to 
stabilize our occupancy expenses, it 
would nevertheless be commercially 
wrong to permit them directly to sub- 
sidize our trading operations. The 
policy now, therefore, is to apply current 
rental charges to the individual business 
and in so doing the first step has been 
taken towards establishing the group's 
property division as a separate profit 
centre. 

Revaluation of the lately acquired 
Farmer, Timpson properties is written 
into the UDS accounts. New acquisitions 
in the past year, incidentally, involved 
cash and share considerations totalling 
some £30°9 million, and the net assets 
acquired after revaluing properties and 
excluding goodwill amount to approxi- 
mately £144 million. The Grange 
Furnishing acquisition since the year- 
end involved the issue of 285,773 shares 
and £292,500 cash. On the other hand, 
the sale of two subsidiaries during the 
year realized a surplus of some £813,000 
after providing for gains tax. 


Five years 


In the UDS report the historical record 
is a five-year one and is not exactly over- 
flowing with facts and figures. The items 
provided for the five years are profit 
before and after tax, earnings and 
dividend per share and net assets per 
share — the last named having risen over 
the five years from 66:5p to 122:6p in- 
clusive of the 1972 property revaluation. 

A columnar chart shows percentage 
increases in the five items over 1968. 
Earnings per share have in fact come 
up from 6-op to 10:8p in five years and 
from s:8p to ro-8p in four, there having 
been a slight drop in earnings in 1969-70. 
Net profits in 1972-73 were more than 
double the 1969-70 figure at £16°499 
million against {8-127 million. 

The UDS report and accounts are 
much more informative than they used 
to be, although still not as informative 
as they might be. There were some 
interesting facts and figures brought out 
at the time of the battle for Debenhams — 
even down to the returns being made by 
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particular department stores. But take- 
overs are different — although just why 
takeover information should be different 
from annual reporting is something 


_ shareholders may find difficult to accept. 





Haslemere's Valuation 
Method 


riada properties under con- 
ditions of Government restriction 
entails a greater element of assumption 
than property valuation ordinarily does. 
In the case of the fully let investment 
properties of Haslemere Estates, the 
£62 million figure arrived at by Cluttons, 
Chartered Surveyors, was clearly stated 
in the recent report. 

. Cluttons, in valuing fully let properties, 
took regard of the continuing rent stand- 
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still under Phase II but took into account 
the current value of conservatively 
estimated rental increases in those cases 
where the next rent review or reversion 
falls due within four years from March 
31st, 1973, subject to three assumptions. 

The first was that a free market in 
rents of newly developed properties will 
continue. The second that under Phase 
III reversions to rental levels pertaining 
at the beginning of November 1972 will 
be permitted, but that for a period there- 
after further increases will be controlled. 
Finally, it was assumed that “the Gov- 
ernment's proposals, as yet, unknown, 
will have the effect of raising marginally 
the yields to be obtained on the sale of 
prime commercial investment properties”. 

Mr F. E. Cleary, M.B.E., Haslemere 
Estates’ chairman, commented that the 
directors, supported by Cluttons, “have 
always believed that for use in published 
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accounts it is appropriate to value 
properties on a long-term investment 
basis without taking into account the 
extremely high levels that are being 
achieved in some market sales. In conse- 
quence the valuations that are included 
in the Haslemere accounts are probably 
more conservative than those used by a 
number of other property companies”. 


Land Securities' Approach 


N the case of the infinitely bigger 

property valuation in The Land Securi- 
ties Investment Trust, where completed 
properties were valued at over £1,028 
million and properties held for, or-in 
course of, development were included at a 
cost of nearly {£98 million, Knight 
Frank & Rutley reported their valuation 
hgure 'as between a willing vendor and a 
willing purchaser. In the world of 





To the Members of United Drapery Stores Limited 


REPORT OF THE AUDITORS 


UNITED DRAPERY STORES LIMITED 


In our opinion the Accounts on pages [... ] comply with the Companies Acts 1948 and 1967 and give, so far as concerns members of the holding Company, 
a true and fair view of the state of affairs at 27 January 1973 and of the profit for the year ended on that date. 


The accounts of certain subsidiaries have not been audited by us. 


Empire House 
St. Martin's-le-Grand 
London EC1A 4DN 


VINEY MERRETTS 
Chartered Accountants 


22 June 1973 
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UNITED DRAPERY STORES LIMITED 


AND SUBSIDIARIES 


ACCOUNTING POLICIES 


UNITED DRAPERY STORES LIMITED 


AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
For the year ended 27 January 1973 


Consolidation 


The Consolidated Profit and Loss Account and Balance Sheet includes the Accounts 
of the Parent Company and all its Subsidiaries made up to the normal working 

week ended nearest to 31 January. The results of Subsidiaries acquired during the 
year are included in the Consolidated Profit and Loss Account from the 

respective dates of their acquisition. 


Investment in Subsidiaries 

Shares issued on the acquisition of Subsidiaries are valued at the market price on the 
date on which the offer became unconditional. 

Depreciation 


No depreciation has been provided on freehold properties. 

Provision for amortisation has been made on a sinking fund basis on leasehold 
properties with less than 200 years to run; no amortisation has been provided on 
longer leases. Depreciation has been provided on plant, equipment, fixtures and 
vehicles at rates appropriate to the class of asset, calculated either on original or 
reducing cost. 


Stock 


The valuation of trading stock is made on bases appropriate to the various divisions 
and companies of the Group at the lower of cost and net realisable value. 


Deferred Taxation 

Deferred taxation represents tax at the current rate on the excess of capital 
allowances available for tax purposes over depreciation provided on the same assets. 
Debtors 

Interest or service charges in respect of hire purchase and instalment credit 
agreements are spread over the period of the agreement. 

Extraordinary Items 


In the current year the Group has continued its policy of dealing with items not 
directly concerned with trading by disclosure through reserves. 














1973 1972 
Note £000s £000s 
TURNOVER 2 197,153 169,862 
TRADING PROFIT 3 28,814 21,920 
Deduct: Interest 4 2,146 2,048 
26,668 19,872 
Deduct: 
Deferred profit on hire purchase debtors 
carried forward and increase in provision for 
debt contingencies 2,068 2,389 
PROFIT BEFORE TAXATION 24,600 17,483 
Taxation 5 8,000 6,260 
16,600 11,223 
Deduct: Amount attributable to minority | 
shareholders 101 56 
PROFIT ATTRIBUTABLE TO THE 
MEMBERS OF UNIT DRAPERY STORES 
LIMITED 16,499 11,167 
Dividends 6 7,805 8,062 
PROFIT RETAINED 15 8,694 3,105 
Earnings per 25p stock unit 7 10-8p 7:8p 
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. The doma is cancelled the agencies ' 


of many organizations using part-time 
_salesmen, 

Reporting on the Hambro Life Property 
Fund, Mr Mark Weinberg, managing 


director, states that, over a period, there. 


‘had been a considerable demand for 
property and a sub-normal supply. Prices 
realized had been  unrepresentative, 
because so little property had come on 
to the market. 


Nevertheless, by adopting the idu 


‘of investing in “the financing of property 
developments, the Property Fund had 
been able to acquire first class property 
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at reasonable prices. These developments 
have been made under arrangements 


whereby property companies take leases 
guaranteeing the fund a minimum return. 
The fund shares in acid rentals 
achieved. , 

At the end of April 1973; 53 per cent 
of the fund was represented by commit- 
ments under development contracts, and 


. a further 27 per cent by developments 


agreed in principle. Thus, developments . 


accounted. in total for 8o per cent of the 


fund. 
By investing in this way, the fund 


has been'able:to obtain properties on 


b 
August 2nd, 1973 
better terms. than would otherwise have . 
been possible. In fact, in many cases, 
this has provided the opportunity to 
invest in properties which rarely become 
available on the market. 

Another adyantage of investing in 
development contracts is that the Gov- ` 
ernment's counter inflation restrictions 
do not apply to newly completed build- - 
ings. The fund, therefore, receives the 
benefit | of deposit . interest on the 
amounts committed for development 
while, at the, same time, securing the 
bénefit of any increases in rental values 


^ 





Registered Office Address 


SIR, — With the proliferation; in recent years, of multi-occupancy 
large buildings, letters addressed to “XYZ Limited” at their 
last hotified registered office address are frequently returned 
“Not known'. The reason is often that a professional firm at 
the address in question acts as the secretary or as the registered 
office of “XYZ Limited’ but the fact is not evident to callers. 
May I make, through your columns; an appeal to all such 
professional firms, and to those using their services; to notify 
the registered office as "ZYX Limited, c/o AB ánd Co... In 
so doing they would earn the gratitude of postmen, of other 
occupants and of my own staff; lastly, but by no means least, 


they would also avoid the danger: of XYZ Limited being struck. 
. ` off the register becaüse I could make no contact with it and 


must therefore assume that it is no longer in business or in 
operation. 


Yours faithfully, ; 
R..W. WESTLEY, Registrar . 


London ECr. ‘COMPANIES REGISTRATION OFFICE. 


` *Cumbersome and Costly VAT 


SIR, — On November 16th last you published a letter from me 
concerning. the inflationary, cumbersome, and costly aspects of 
VAT and in'the light of four months' experience I see no reason 
to change my opinion. 

The Government can say what it likes. VAT has proved 
inflationary, particularly so far'as the retail comimunity is 


concerned. Perhaps it cannot help itself, for as the State takes ` 


luth of the.till, the odd pence must be rounded upwards. 
. For instance, the 16p sandwich at my local is now 18p; the 


, Government at the end of the quarter will get (probably) 17/,1p, 


‘whilst the pub will retain the additional Ap, thus only the 
- customer suffers. 
Also under the new VAT Scheme 2 either the retailer^or 


.. HM Customs are on the make, for this scheme could only 


during the development period. 


4 


be even reasonably accurate if the percentage of profit was the 
same on everything sold. With cigarettes at 10 per cent, con- 
fection at 2 5 per cent, ice cream at 40 per cent and greeting cards 
anything up to 100 per cent, the- proportional basis of Scheme 
2 must be hopelessly out. 

Retailers are now having to face up to the first VAT return 
and accountants are trying to sort out the men from the boys. 


' Thousands of nervous and frustrated shopkeepers still do not 


understand; premature retirements are rife; and accountants — 
already overworked and understaffed — are very much concerned 
about the time involved and the additional charges which must 
be levied. 

, 1 repeat my earlier assertion. The mechanics of VAT are 
cumbersome and idiotic. Billions of man-hours and mountains 
of paper are being squandered on this continental lunacy and I 
would like to see the whole thing scrapped in favour of a 
turnover tax dealt with by the Revenue by reference to the same 
accounts used for taxation purposes. 


Yours faithfully, 


"London N14. RICHARD S. TUTTON, r.c.Ls.. 


Dual Trust - Mot Dualvest 


Sir, — My attention has been drawn to a comment in City | 
Notes (your July 26th issue) which seems to confuse Dualvest 


‘with the Slater Walker Dual Trust. 


I should ¡point out that neither Dualvest nor its directos 
and managers have any connection with the, Slater Walker 
group, and that it is the Slater Walker Dual Trust, not Dualvest, 
which is receiving an offer of 'repurchase' from its sponsors. 

I imagine that the confusion probably derives from the Slater . 
Walker Dual Trust having a split-equity capital structure 
(income shares and capital shares) of the type which was first 
made available to investors in 1965 by-Dualvest. Even though it 
might be thought flattering, Dualvest does not wish its name to 
become a generic description for the kind of investment trust 
capital structure which it pioneered. ' 


Yours faithfully, 
M. E. HARRISON, Director, 
DUALVEST LIMITED. 


y 


London EC2. 


In our issue of july 26th, the selling price of the article 


mentioned in the final paragraph of Mr D. A. Trigwell’s letter 
“The Arithmetic of Inflation’ should, of course, read 4+-1=5,. 
and not 4+1X5. We apologize for the introduction of this 
additional complication. — EDITOR. 
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"to “permit a rapid: éxpansion. to 675,000 ounces, hich | 


, would raise the who.e mine's capacity to 1:95 million 
ounces. But even, that rate could be increased. With 
demand growing and zhe price rising, platinum producers 


, are destined to fare well in | the current year. 
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-Great Portland E UN D 


` The shares of this company: Basé moved up recently from 
:.246p. to 273p, against a, high thi$ year of 277p. There is a 
a revaluátion . of the company’s properties 


'- which is currently expected to show an assets’ backing ‘of ` 


- between 400p and soop per share. There is also. tobe a 
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Raglan Pioperty m DE es E 


This company is on the way to attaining international. 


standing. In the United Kingdom it is. concerned with á' 


* very substantial development of approximately 660,000 


sq ft of officés and retail shópping in the city centre of .. 
Leeds, numerous schemes in London, developments. in. 
Amsterdam and. Paris, and it.has recently announced the * 
acquisition of over £19 million of property in the centre- of. 


Paris. The chairman is a merchant banker and the manage- 


- scrip-issue of 1 for-2 and inevitably i in the case. of a medium- 
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calculated that, to kesp the mortgage 
rate of interest ‘pegged at 9*5 per cent, 
no more than 6:3 per cent would be. 


 . offered to investors. In the event, the 


margin situation..for building societies. 
has been. slightly. eased by the settling - 
-of ‘the’ composite ‘tate of tax at .23°5 
..per cent, and.not 24 per cent as had been 
expected. Thus the Building Societies 
Association: ‘has recommended that the 
rate paid to investors should be reduced 
"from 6:75 per cent to 6:4 per cent as 
- from’ September rst. In the future, 
hele once again, “he building- socie- 
ties will be standing on their own feet, ' 
. without the government subsidy which | 
lasted for three months. - 
Nevertheless, . the peak may not. yet 
have. been reached. , Building: societies 
appreciate - -that, if the “international - 


situation should. worszn, or if domestic 


, interest rates move upwards (and this 
appears to be a distinct possibility); there 


“society investment, 
. . margins ‘for both irsurance companies 
. +2 and building societies are low. This type 


could be an early return to, a, ee A 


interest rate structure. 
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MUCH ‘more ingenuity is being” shown 


ft 


from the 
: mortgage account. 
' As might be expected, Sir Stanley: 
Morton has strong views about the, 
suggestion that one or more building. 


- by building societies, both in attracting ` 


funds and lending tc house purchasers, 


` than in the past. Very little publicity is 


given to life policies linked to building 
simply because the 


of contract, however, can offer a, very 


-attractive yield on'a short-term basis to 


‘high rate taxpayers. 


y 


Ideally, withdrawal should be made. 
^. t after one year, provided this does not. 
'; . incur a penalty. In this way, all the” 


monthly premiums paid during the year ' 


will.have been eligible for the Statutory 
relief of income tax. As a result, ex-. 
ceptionally high net yields can be 


- «abtained; The longe- a policy is kept in 


force, the lower the net yield drops. 
For oy taxparers , who miss tax 
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IN the past, the building -societies have . reserve certificates as" a form of saving 


to meet tax liabilities, this can represent 


a very .good alternative, provided the 
_ monthly premiums ' can be. maintained 


over te eem 


ON den erent side, it seems as though: 
the Abbey: National is: looking into a ' 
scheme for first-time house buyers, ` 
whereby the society would retain what, 
normally, would be the. initial deposit. 


In effect, therefore, the - ‘deposit’ ' 


paid “to the building society, and is- 
‘invested to earn interest. In return, the 


; Society grants a full roo per cent mortgage. 
` The'áim behind this idea is that the 


be used by, the house purchaser to help 
meet mortgage repayments in the event 
of the, borrower running into temporary 


financial difficulty. It is envisaged that . 


the society. could be asked to transfer: all 
or part of one or two monthly. payments 
investment account to the 


societies.should be nationalized. His view ' 


is that, quite properly, already building 


societies gre subject to fierce competition - 


on the investment side, and, far from 


needing stimulating,- currently they are. 


being accused- of being too. aggressive 
on the lending -side. 
Sir Stanley” s view. is that it would be 


more helpful for greater encouragement 
to be given for mergers. Whilst it would. 
“not produce an overnight fall in mortgage 
rates, it would avoid a tendency towards - 
duplication of services, without destroying: 


the vital element. of competition. 
2 i 


EI 


THE managers of the Crusader Growth 


Property Fund have reported that re-- 
valuations of ELE have resulted in 


T7, 
` 


D Li 
M 


ment is réputed t to be capable and aves 


JA 


at 


+ ` 


- 


an saah increase in value. But, in ost 
every case, the valuation figure was given :: 
subject to'any.effect on future rents of ` 
restrictions which might be introduced | 
¿under Phase 11 or HI of. the Govern- 


ment's pay. and prices legislation. "In 


view" of the qualified valuations, the”. 


‘directors have taken into account at this- 
stage only 5o per cent of the full increase 
since: the previous valuation on- those | 
properties which -have been revalued . 


since the inception of Phase. II. The 
position will be watched carefully, so . 


that credit for the full increases can be 


‘taken. when circumstances permit. ; T'he 


resulting reflection in. the unit price, . 


‘therefore, would benefit those arate 
2 bonds i in ‘force at that time. 
' ‘deposit’ invested with the society could - 


LANGHAM LIFE! ' ASSURANCE “co has in- 
troduced single premium and level 

remium life.assurancé contracts which ` 
"will be linked at the outset to small-size’ 


, equity funds which, it is hoped, will allow 
considerable flexibility. 


The aim is that, so as to secure-a high 
proportion of the profits achieved in the 


, ecuity funds, a transfer will be made to an 


area which is less volatile in the short’ term, 
but still capable of. further regular growth. 

Profits, in multiples, of [roo in the © 
case: of the single premium. bond “and 


. £120 for the level premium policy, will: 


be transferred without charge into 


^  Langham Property Bonds. The property - 


bonds may. be held to accumulate future 
profits, or they can be deposited- with: a 

bank, as security for a loan, or can be 
surrendered for cash.  - A 
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HAMBRO LIRE ASSURANCE has been raising 
standards on. the. «selling side. It now has 


\ 


» 
tos ta - 


eges 


about 780 salesmen of its own, which it | 


licenses .for different ' types of policy, > 


dependent on knowledge, approach, e etc. — 


- take-over. bid. EE : o M CEDE 
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PON QE E a l mo oa ue d ES Boots 7f per cent loan 1988-93 .. U 575. 1007 .92 - 75. 
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OA, the time E going, to pies ‘the | Financial: Ti eun Ordinary shares S lod. e | E I 
ndustrial Ordinary share index stood at 423:2 which  .. 

.: compared. with a low for, the year of.414:9 on July 27th, Where can one buy ; an ‘ordinary share which does not | 
and! s07:1 a year ago. THis ` unhappy state of affairs is. . immediately. fall. ‘back? Nowhere, ‘it seems, unless it be. 
‘blamed on uncertainty about,the effects:Phase III will have in the property and ‘commodity sectors. Revaluations of” 


when. details are released in the. ‘autumn, the “world ‘assets or the possibility of a take-over keep some property | 
is > monetary situation, - and’, — ‘more ‘immediately — rising shares oñ a firm or even rising trend, Great Portland, 


interest rates. Orie might well suppose that all this was well . Samuel, Law Land and: Raglan are all near their highs * 
,and truly discounted in present prices, but not necessarily for the year. 

so although there has' been a slight tutn rourid: since the Growing: demand and rising prices, , along with plans 

Bank of England basé lending rate of 11% per cént was for'increased production, focus attention on the shares of 

* announced on July 27th. n _ the producers of diamonds and platinum. UC Investments, 

How-irrational is thé behaviour of: the: market: | can be Selected-at 307p ofi July sth, have stood up to all that. has. 

` judged from the performance: ‘of the shares of the-four, big happened since and last Monday stood at 16p. Star (Great 

clearing Banks since publication of their. initerim profits . Britain), selécted on April 12th at 249p before the 1 for_r | 

for the half-year to June 3oth. 'The National- Westminster . SCrip) were 128- (ex. scrip) on Monday.. De Beers. at 393P. - -- 

” figure ‘of £92,192,000 compares with £75,764,000' for the. Were near the. Qum S high of.412p. | | 

`q, half-year tó December 31st, 1972, and. £50,857,000 for the 


q” 


e x 


A oc 


"un to June 3oth, 1972. Moreover, the chairman : says: — The following ES g selection. $ odiar id Pc 
` that subject to unforeseen circumstances, it is expected "+ CC: TE eg PIE > 1973 . 
= <." that the results for the second half (of 1973) will not be . ^ ^» - | ^. price Yield “Ratio wae eee 
PC - materially. different: from those for.the first half of the - DeBeersScshares ^ .. . 393 , 284 a ae 33^ 


et Y 


` year, Yet what happens? On July 24th (when the first “Union” Platinum - nk TET | 

. | half results were announced) the shares fell 13p and on shares, PPM o "EN PEERS MEE I 
July 25th. another 5p. It is not as if these excellent results. Great Portland §0p shares ^ 271. O cC AE VOTOSE 
"had been discounted in advance of their anñouncémient' :Raglan Property 5p. | a 


/' by a-rising share price. ‘The share price is’ almost at the `, Co ES ML. ee as M 
TN year's low, . although there was. a ; slight recovery, at the Pace one are je en ee © o 
' beginning: of this week.’ - De Beers VINEA E uu 
- The same goes for- the other dde banks — n 0 


." jtially increased profit and falling share prices. "The fear - This ‘company needs: no “introduction as the^name is” 
2 + is that such huge profits at such a time are an embarrass- synonymous with diamonds. Group net profits for 1972; 
^ ment.to the Government and that action will be taken to Were a record R163 million compared with Rróz million. 

1. curb them. But Phase III, when it comes, will probably. ' in the previous year, | and. the dividend was raised from 15 
` be far less fearsome than expected. As always, stocks and „cents: to::18 cents. In the current year sales are buoyant . 
‘share soar too high of sink too low, - E - and-thére have been several increases in the-gem prices of 
o, Now. it seems there is little hope of the ‘market as a | rough stones. It was thought. that 1972 was an exceptional. 
whole going much"higher- until the holidays-are over, the ` year, but it is now clear that the company has had another. ' 
Phase III, proposals are released: and more. confidence . Very good year in 1973.-Four increases in price have already : 
“returns to the £~ Some day, sometime, present prices will been made this year, : i E 
. be seen to have been ridiculously cheap, and those gifted > ^ ~. RR UE CE E 
E E a pes of correct REDE Y will doubtless’ make: a lot Union Platirium : e TE In l 
mE : d: This. company: owns 473. per: cent of the. Jas ao 
Rustenburg which has embarked ona. progranime: of un- ' 
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' Below is*a selection. of corporation: ids. and fix 
"interest stocks :, 


Ma . Corpora aos Loans, | a A | ‘paralleled expansion, To meet growing demand for tradi- 
QU E A P) ‘Yield "1972-73 — ‘tional -uses of platinum as well as thé.new ‘automobile . 

AL c. UE Feu Price > (Hat) High Low market, the capacity. of the Rustenburg ánd Union sections 

* Liverpool 92 per cént 1980-84 ` : 97 -100 : 1413 > 97° of the mine is being increased to 1: 3 million ounces, a ráte 

^ Leeds 73 per cent 1978-79" DE .87 ,. 8677105 87` that shóuld. be achieved by the end of the current year. 

“LCC 63 percent1988-90.,: ... . “68... 9.9.* 97^ ^ 67 Ih addition, the Amandebult section is being opened with ` 


_ Essex z percent ta: BT ; "68 . 98 81. an initial Cir -Of E 2251000 ounces a year and is designed. . 
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` August 2nd, 1973 . 


FTER the. 'sideways' movement in f 


the stock-markets of the past few 


- months, the equity market has broken ` 


- down rather than broken out. Slumping 
sterling, steepening interest rates and 
a growing assumption that the Govern- 
ment has lost its gamble of growing 
the economy out of inflation have 
all combined to wring the final vestige 


“of confidence'or bravado -out’ of the . 
' In the City there were many wry 


equity market. 

But if there is the proverbial silver 
lining, it is that at least the market is 
doing something and what it is doing 
could. prove to, be taking the final 
plunge at.the end of the bear market. 
. That, at.least, is the optimistic view 
to take of a cad 
situation. 

An autumn crisis was-one of the 
more popular forecasts at the begin- 
ning of this year and it was strength- 
ened.as the result of the budget and 
the huge deficit; The crisis has come 
earlier than expected as crises usually 


do, and it has been precipitated by the - 
continuing degree of speculation and - 
movement of vast surplus funds into. 


the foreign exchange and commodity 
markets. 

That speculation has heightened 
` and accelerated the degree and. onset 
of a crisis that was.in the making. six 


. months ago. The cure seems likely to 


be found in yet another complete 
reversal of Government economic 
policy. Floating sterling is sinking 
under..the weight of the present 
, growth policy. 


Bank of England Minimum Lending Rate 


> THE 


7L ACCOUNTANT * 


ANTICIPATED 


smiles at the fever of excitement. with 
which the company law White Paper 
was received. There is barely a forecast 
or a suggestion in it tnat has not been 
debated, recommended or anticipated . 
in the City for months, if'not years, 

past. Most publicity was given to 
insider: dealings and the criminal 
offence thereof, which was a recom- 
mendation by the Ciiy via the Take- 


over Panel and The Stock Exchange 


months back. 

What the White Paper shows is that 
company,law always lags behind 
company practice and in the nature of 
things “always will. If any further 
example of that point is required it can 
be found in Mr Walkers decision 
to look into. the question of inflation 
accounting: 


CHARGES 


An 80.per cent increase in profits 
being about par for the clearing banks 
in the first half of this year, it is under- 


.standable that the banks should blush a 


little and openly state an intention to 


look at their charges. When. full. dis- 


a 


RATES AND PRICES 


Closing prices, Tuesday, July 31st, 1973 


Savings 3% 65-75 





conscious. That; added to. a money 


. explosion.and high interest rates, 'has 


been a formidable force in profits — 


| as pointed out in these notes a week 


ago. It should not be overlooked, 
though, that the banks (albeit without 


any flourish of trumpets) have already 


reduced their charges and their margins 


particularly in the more wholesale " 


areas of their operations. 
People in banking may be tempted 


to wonder what happens when charges `. 
and margins: are further reduced and - | 


made well and truly known but profits 


continue their rise. That could be the: | 
situation facing the banks by the time `` 
full 1973 figures come to be announced . 

` particularly if the banks: are still unable |. : 
to spend the profits where they should: 


i 
r 


be spent — on salaries. 


INTERNATIONAL `` 


national bank to; serve the energy 


industries world-wide brings together ' 
Société Financière Européenne, Bank . 
. of Scotland, Barclays Bank 


national, 


will be concerned with major energy de- 


. velopments requiring major financing. 


Ls 


Finance House Base Rate — August 1st, 1973. 9% 


War Loan 34% 





closure’ of bank profits was first ^ 
introduced one particular effect was . 
to make management more profit- e 


Outside. the .domestic sphere the | 
internationalism of banking proceeds. - 
apace. Formation. of a major inter- . : 


Inter- ^. 
Canadian Imperial Bank of ^ 
Commerce, Republic National Bank of . 
Dallas: and Banque. Worms to form. 
International Energy Bank. The bank . . 


Mar. 23,1973: . 84% May 18, 1973 .. S FEY 2 | 

April 13, 1973 - 8 of June 22,1973, -- — .. 78% | Retail Price Index (16.1.62 — 100) 178.9, 19.6.73 (from 178-0) 

April 19,1973 > . 8196 July 20, 1973 : 2v. 95 i - . 

. Mayi, 1973 7: 8% July 27, 1973 . 214% Foreign Exchanges uM 
Treasury Bills New York 2:4955 Frankfurt 58710. . 
May 25 .. 47195995 June29 .. .- £6:9586% Montreal 2:4980 Milan xa 154850 ` 

-June 1 .. £7°1604% July 6 .. -£6°8587% Amsterdam 6:4850 Oslo guai 133475 

ina 8 T T oo n 13 z ie. uu . Brussels 89:3000. Paris. ` 104225 
une 15 .. £7.02 y 20 oM 3772 ; : e . 

June 22 s LE -9945% July 27 bro -8915% SUpenBAMen 13:8200 Zürich 7 d l 
vs - i . Money Rates | J Gilt-edged CHEN 
‘Day to day .. oe 7 710196 . Bank Bills Consols 4% 35% Treasury 9% 1994 - 854 
7 Gays ae . roi-10i76 2 Eon: ES upra Consols 24% . 224 Treasury 84% 84-86 .. 864 
ides pos 124 -13% . acai: B as es Conversion 34% 324 Treasury 84% 87-90 .. 8n 

2 months .. Da 12} 13% 6 months es 396. 7 ^ Conversion 54% 1974 96% Treasury 61761976 .. , 90d - 
¿3 months .. =... 124 ~13% Funding 3376 99-04 — 374 Treasury 34% 77-80 .. . 79 - 
+ Three Months Rat Funding 51% 78-80 764 Treasury 34% 79-81 .. 671 | 
ucl ec d Funding 5396 82-84 — — 73k ^ Treasury 5% 86-89 bof 
aa s yii Funding 54% 87-91 6af Truy 54% 08-12 >, sal 
is UST dcn a 
Sterling deposit, certificates co 11 - rid Funding 6% 1993 .. 645 .. Treasury 24% * og up 
Euro-sterling deposits . 14% —151 Funding 64% 85-87 733  - Victory 4% ..' 96i 
Euro-dollar deposits .. . 114 -i I$ 324 
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Have you received your copy of the official 


ACAS. S. CAREERS | 


. DIGEST? 


RETE should be obtainable from your firm's 


X. C.A.S.S., epe or direct from: 


-or | 


“Miss Linda Mitchell, ACAS.S.. | 


Assistant Secretary 


- 43 London Wall, London EC2 , 


or from the Editor: 


= George Ormrod, B.A.(Oxon.), A.C.A.S.S. 
- Counsellor: S 


c/o Gibson Ormrod Associates Limited ` 


Liverpool House, a 7 Eldon Street, London EC2 


NOTE. 


If applying by post, please bassa 6p stamps per 
' copy required to cover postage. 


A limited number of copies are available to 
interested qualified accountants. 


j " 


é 


- Mr A. J. Whitaker, C.A.S.S.L. -Administration | 
Director i l 
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JORDANS. 


ANNOUNCE. 
A NEW SERVICE. 


I" EUROPEAN | 





COMPANY - 
. FORMATIONS. 


[Fast and simple through 
our Brussels Office. 


C Standard translated 
A '. documentation. 





C] Practical advice through 


local representatives. 


Tel: 01-253 3030 (20 lines) Telex: 261010 


Tes - 


l Jordan & Sons Limited, 


Jordan House, 47, Brunswick Piae, | 
London Nx 6EE © 





- Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WCIV 6EG 
` Telephone 01- 405 841 


~ 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 





Ká Telephone Shipley (STD. 0274) 57444 - 


-.ordans +» 
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: <4 At the. Sxamisations leading to the qualification of Chartered Accountants, Metro», uM" PE. 
á d n cu College. students tavë gained Over, |. c PME 
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73,000 SUCCESSES AND 350 HONOURS .. You could have these letters vm 


" including. fifty-six first places, thirty-eight. second. places, sixty-six, third and fourth | 


T 0n ta ai alia MT 
mccum ae nM [cago pepa | | eryourname = - 
! . More:than sixty years" accumulated expences in^ DINER PRIVATE Po E yout 


¿examination coaching. , 


255 ` 3e A guarantee'of coaching until successful. /[ The Luton” College ` “ofo 
l ` ke Helpful; up-to-date study notes; mostly i in prin . | Technology and Metro" |- with uaran ced tion. 
kg pocket-sized booklet form. : ^| politan: lege now |. 


_ X: Adequate test practice and tutorial cfiticism,. ^ -offer ` facilities, .for 
Invaluable self examination questions, _ . Y integrated oral “and. - A 
^. Official publications 07 the Institute, ar rópriate , Cotrespondence tuition.- a 
- * to the Intermediate and Final examinations, — e perra dde - Qualifications a ate the uy to: success.” x Without E you ps 
| car "DIPLOMA IN ERVICES T : | dreas- of. weakness, | |. could stay in.the same old rut for yeas: With man the way to = 
Ko d O es ‘SERVICES. "i | Weekeend residential |. |- the top i is wide opens 212. 
oe ; CERTIFI ATE IN MANAGEMENT " * courses. — for. PUN. E 
- intensive: Concentration i 
44° INFORMATION , «0... lod perüculat subjects. We're, now ‘offering, yow. a. 'home- study: Course with: an: 


The, above-mentioned examinations - are open: to | For details of these, and: important benefit: a Course with-a guarantee backed by our 60." E 
Tiove the ‘standard of accounting services and: | write to Metropolitan! | |: Yeats” experience . of “successful coaching for professional” 


v y to encourage study in tlie increasingly important. md ER St Albans. | | accouritancy examinations. . Many’ "thousands have: already | ny 
cc, 00 usiness adminis o aniza Bs 
“+. C + tively, When applying for particulars of the College’s > = ——^.| passed their exams using School of. Accountancy courses = over . 
us meti postal courses, please specify the examination in which res. Ne 30,000 successes:in Chartered Accountancy examinations in: ^. - 
Write today: for a. free copy of this college Ao Pros cias, fo the | En glan d, Sco tland. an d Trélan auus g 219 t p laces: 18 8. as 
din firs - T 
second “places, 189 third. places and over 300 ‘other awards;”.: ` 
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le 3 ¿ Metropolitan College, S? Albans (A1/43), or CALL at 80 Queen Victoria Street, : 
f. . "London: EC4N 4SX. Telephone 01-248 6874. After Office hours (5 p.m.’ 
: Monday to Friday) telephone messages are recorded electronically. > i 





da » Last year many of. our. students. re-enrolled for further quali-*/ : E 
E fications after: passing their: examinations.— and many: more ; 
e of our enrolments were entirely the-result.of recommendations’. 


from further SOA students. Once you've experienced SUCCESS. 
through SOA, you'll tealise there’ s DO ) reason why you can’t 
«go right to. the top. ee 
|. With the School. ‘of. Accotintancy you. study i in. your n À 
Ja home; at your own time; at “your, own pace.” All material is > ` 
` specially designed to. develop individual' potential. You: are 
coached by tutors who are highly qualified experts in your =? 
. field. You will. be guided: throügh thé course and the: model : a 
answers, step “by am and: given | vital advice on. exam . id 
techniques. ^ i 

.Find out ‘about, ‘the ‘School of ‘Accountancy. Fill in: this 
coupon and send it id andy = JU: first. ED on the toad i to. 
success. 


Your Way to success starts here! 


SS s! o: Founded 1910-07 l 
me ae Member. of the Association of. British. Corrapoñilence Colleges. „ST ALBANS S 
^ E. ccredited Ld the Council. ded the A ccreditation of Correspondence Colleges, 2. R 
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A à 4s oc ? 2 | 
! propérty ` ‘hers are néver- “Sellers oda bote 
RE ES . buyers, be: it nóted, only vendots and. | : 
s o! I purchasers. «s * ZEE! 
ae E A nóte to the Land Secürities' accounts 
d ' points out that Knight Frank &- Rutley, `| 
E. E in their report, stated” that. in arriving. 
E = at the ‘£1,028 million. figure, they had ' 
¿had regard to the current standstill ‘on | 
business rents: under the: operation ‘of |; 
_ ^ Stage IL of the Government; countér--| 
^ i7 "inflation programme” and that 'subsé- | ^" 
= quent to March. 31st, 1973, there has, 
been an improvement. in both interest | .. 
 rates.and' rental -valués.’ This indicates? | 
‘that since that date there. has “been” á. 
x M — further appreciation in the; value of the | ; 
| ^ portfolio of completed properties' da i 
d 5 ES As.a matter of interést,: on. top. of the 
. £98 million..cost of properties held for. 
development, capital'commitments under 
" cóntracts and board authorizations at the. 
+) account date were -£127 million to give:a- 
"^'^ total. Land Securities’ development pro- 
.'', gramme of £225: million. Further sub- 
stantial sums will'be required, to develop ` 
| all the properties ih the £98 million figure, * 
o + particularly. since no.provision has yet 
' "been, made for.commitments on’ proper- - 
-ties included -in that amount at 38:5 
"s i “lion of which £33:5 million relates: 
to City or West End of London: piópér-. 
, ties: = 92 De cent of them: freenolds: 
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E ` Goo. Bassett and VAT > 


E NTRODUCTION of VAT .at- the. 
> beginning . of last’ April resulted in 
T Lr “Sock and; as -a result, profit, distortion - 
af in many companies: In the accounts to ` 
777 "^ March 31st last of Geo. Bassett Holdings, 
|. v", the. sweet «manufacturers. ‘and : whole- 
 &alers, there is an abnormal rise in stocks ja . 
- from X2, 718,000 to £3,918,000 reflecting, ' 
apart from higher raw material, costs; a: 
; build-up of finished goods in the ware-, | 
houses, particularly those. of Drakes the’ 
"s wholesale subsidiary, as VAT approached. - 
Mr D. Gordon Johnson, the chairman, 
uL canen that many customers either. 
y postponed: ordering or placed orders for ` 
, . ‘delivery after: April 1stin order to avoid. 
PET E paying purchase tax, a. tendency "which. 
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Exchequer announcéd that corifectionery ||. 
/* would be zero-rated. This resulted in a 
2 large volume of orders that would nor: 
“mally have “been ‘despatched .before the- 
end of the financial year being held over: 
. for despatch. in the current year: Profits’| 
_ have, therefore, benefited from this hold : 
$ : oyef in the early part of this „year. Stocks 
- have, since ` retur oid ,to -more normal 
; levels. co | 
E : a - A38 per cent increase from' £1; 540,000 
m do 42,122,000 ‘in 1972-73 profits, how- : 
ever, “hardly suggested that the . shold- 
-up’kept profits back in the: ¿past year to 
any compe degree: 
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: Repayable after more than 5 years 
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¿Corporation tax at 40% (4096). . 
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. Deferred taxation 
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Transitional Advance Corporation Tax. Relief available 1 January 1975 


Overseas tax 


Taxátion on-current profits comprises 
Deduct' 
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: Relief for earlier years’ losses | 
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- The charge for the year is after taking relief for losses of Subsidiaries in 
, respect of earlier years amounting-to £1,150;000-( £164,000). 
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Sécond interim . 
:, Proposed final (9:196 net) 
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-The charge for the year has beeni reduced by £211,000 being Group relief (less. 


on losses surrendered to the Group by partly owned compánies. 


' First interim. paid: February 1973 
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1.. Accounting Policies, See page 12." : * 
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2.. Turnover includes the amount of £5°3 million (£2.4 million) inter-group.sales.on a normal: 


commercial basis, 
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tors’ Emoluments 
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“As executives . 


from quoted invest 


Audit fees (including expenses) 
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and after crediting :- 
, Rental ravéhue from properties.not in Group's occupation”... 
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£13,830 ` 
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£20,000 each £15,313 
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1973 
£15,500 
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. Pensión to former director 
d as follows: 
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. _£17,501'=£20,000' 
` £15,001 — £17;500 . 


£7,500 


Up to £2,500 * 
* Four directors (1973) and on 
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Chairman." eo: 
-Highest paid directors (2) -~ 


were distribute 
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/AS directors ` 


` Emoluments éxcluding pension contributions 
fot part ofthe year only. 
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Implied Terms in Contracts of Sale 
or Hire-purchase of Goods 


by IAN S. STEPHENSON, M.A., LL.B. 


N unseemly excess of zeal on the 

part of many suppliers of goods 
relating to the widespread use of exemp- 
tion clauses seeking to evade responsi- 
bility for the quality and suitability of 
the goods which they supply has now 
brought its predictable nemesis in the 
shape of the Supply of Goods (Implied 
'Terms) Act 1973. 

A further strange anomaly has hitherto 
existed in the fact that the conditions 
and warranties implied by the Sale of 
Goods Act 1893 into a sale of goods 
differed in some respects from those 
implied by the Hire-Purchase Act 1965 
into a hire-purchase transaction con- 
cerning the same goods; even more 
strangely, the extent to and the means 
by which it has been possible to exclude 
these implied obligations also differed 
under those Acts, depending upon the 
nature of the transaction involved. 


Ambiguous amendments 


The Supply of Goods (Implied Terms) 
Act 1973, seeks to remedy both of these 
defects in a manner which appears both 
praiseworthy and successful; less happy, 
perhaps, is its making a number of 
alterations, often minor, but ambiguous 
and thus likely to lead to litigation, to the 
implied conditions and warranties them- 
selves. 

'The Act, which came into force on 
May 18th, 1973, and applies to contracts 
of sale or hire-purchase agreements 
made on or after that date (section 18; 
contracts made before that date will 
continue to be governed by the earlier 
law with the law relating to contracts), 
does three main things. Firstly, it as- 
similates the law relating to contracts 
of sale of goods to that of hire-purchase, 
in so far as the law concerns the conditions 
and warranties which are prima-facie 
to be implied into the contract and the 
extent to which it is permissible to 
contract out of them. 


The rights of suppliers to exclude the implied terms of the Sale of 
Goods Act 1893 — often in the form of so-called ‘phoney 
guarantees’ — were severely curtailed by the Supply of Goods 
(Implied Terms) Act, 1973, which came into operation on May 18th. 





Mr tan S. Stephenson is a graduate of 
Cambridge University where he read both 
literature and law. Since qualifying as a 
solicitor he has devoted his time to university 
lecturing and is at present lecturer in law at 
Newcastle University. His interests in law 
include general commercial law and, more 
particularly, company law. 


Secondly, it seeks to amend or re- 
define some of the implied conditions and 
warranties themselves. Thus sections 1 
and 8 re-define at considerable length 
the implied obligations concerning title 
to the goods, quiet possession and free- 
dom from incumbrances, but, it is 
submitted, without a great deal of dif- 
ference as regards the outcome. 

Sections 2 and g widen the application 
of the implied condition that where 
goods are sold by description the goods 
must correspond with the description; 
this extension is achieved by providing 
that goods are not prevented from being 
sold or let by description by reason only 
of the fact that, being exposed for sale 
or hire, they are selected by the buyer or 
hirer. 


Implied conditions 


As regards merchantable quality, where 
the seller sells goods in the course of a 
business (and for this purpose sales by 


an agent are in general attributed to his 
principal; sections 3 (5) and 10 (5)), 
there is an implied condition that the 
goods supplied under the contract are of 
merchantable quality; the condition does 
not, however, extend to: 


(a) defects specifically drawn to the 
buyer’s attention before the con- 
tract is made; or 


(b) if the buyer examines the goods 
before the contract is made, as 
regards defects which that ex- 
amination ought to reveal. 


The Act defines ‘merchantable quality’ ; 
goods are of merchantable quality if they 
are as fit for the purpose or purposes for 
which goods of that kind are commonly 
bought as it is reasonable to expect 
having regard to any description applied 
to them, the price (if relevant) and all 
the other relevant circumstances (section 


7 (2)). 


Exception to a seller’s skill 


As to fitness for purpose, where the seller 
sells goods in the course of a business and 
the buyer, expressly or by implication, 
makes known to the seller any particular 
purpose for which the goods are being 
bought, there is an implied condition that 
the goods supplied under the contract are 
reasonably fit for that purpose, whether 
or not that is a purpose for which such 
goods are commonly supplied, except 
where the circumstances show that the 
buyer does not rely, or that it is un- 
reasonable for him to rely, on the seller’s 
skill or judgment (section 3). 

The implied conditions set out above 
relating to merchantable quality and 
fitness for purpose are in substance 
applied, with appropriate changes in 
terminology, to a transaction of hire- 
purchase in the same way as they apply 
to a sale (section 10). There is no change 
of substance as a result of the Act in the 
conditions implied by law when goods 
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p are sold or let on hire-purchase by 
. reference to a sample. 
Thirdly, the Act makes provision 


concerning the extent, whether the 


. transaction be one of sale or hire-purchase, 


to which it is possible to contract out of 
the implied conditions and warranties. 
It is laid down that any contractual 
term exempting from all or any of the 
implied obligations concerning title, quiet 
possession and freedom from incum- 


. brances shall be void (sections 4 and 12). 


“Consumer sales’ 

As regards the implied statutory con- 
ditions relating to description, mer- 
chantable quality, fitness for purpose 


. andsales by sample, the position regarding 


exclusion depends on whether or not the 
agreement is classified as a 'consumer 
sale' or, in the case of hire-purchase, 
"consumer agreement”; if so, any attempt 
to exclude the above terms is void 
(sections 4 and 12). “Consumer sale' 
means a sale of goods (other than a sale 
by auction or by competitive tender) 
by a seller in the course of a business 


. where the goods: (a) are of a type 
ordinarily bought for private use or 
. consumption; and, (b) are sold to a 
- person who does not buy or hold himself 


out as buying them in the course of a 
business (section 4 (7)). 

The task of proving that a sale is not a 
consumer sale lies on the person who 


. alleges this (section 4 (8)). The definition 


of 'consumer sale' and the rule as to 


- burden of proof are applied in substance, 


subject to appropriate changes of term- 


 inology, to a 'consumer agreement' re- 


lating to hire-purchase (section 12 (6) 


and (7). 


“Non-consumer sales’ 

As regards sales which are not ‘consumer 
sales’, a clause seeking to exempt the 
seller from the implied conditions set 


-out above shall ‘not be enforceable to 
- the extent that it is shown that it would 


not be fair or reasonable to allow 
reliance’ on the clause. In considering 
what is ‘fair or reasonable’ the Court 
is to have regard to all the circumstances 
of the case, and in particular to: 


(a) the strength of the bargaining 
positions of the seller and buyer 
towards each other, including taking 
into account the availability of 
suitable alternative products and 
sources of supply; 

(b) whether the buyer received an 
inducement to agree to the exemp- 
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tion clause or had an opportunity 
of buying the goods or suitable 
alternatives from other sources 
of supply and without the exemp- 
tion clause; 

(c) whether the buyer knew or ought 
reasonably to have known of the 
existence and extent of the clause; 
(the application of this presents 
some difficulty of reconciliation 
with the law of contract concerning 
what notice is necessary to make 
the clause part of the contract 
to begin with); 
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(d) whether it was reasonable at the 
time of the contract to expect 
that compliance with the con- 


dition excluded would be practic- 
able; 


(e) whether the goods were made, 
processed or adapted especially 
for the buyer (section 4). 


The above rules regarding the validity 
of exemption clauses are applied, with 
appropriate changes of terminology, to 


hire-purchase agreements by section 12 
of the Act. 





ACASS ask for £1,100 


A QUARTER of chartered accountant 
students earn less than £650 p.a. and 
just over half are paid below £1,000 
p.a. These and other hard facts on 
student income are highlighted in an 
ACASS salary survey. 

Taking the minimum charge-out rate 
of £2 an hour for a first-year articled 
clerk in London, ACASS state that at 
that rate, allowing for holidays and 
study leave, even a first-year articled 
clerk earns £2,730 for his principal. 
Charge-out rates vary less between firms 
than do salaries, so the lowest payers 
must make the most profit from their 
clerks. 

Although the higher-paying firms are 
the most likely to spend heavily on the 
education and training of articled clerks, 
say ACASS, it seems nonsense to suggest 
that it would be uneconomic for the 
low-paying firms to raise the salaries 
they pay to a level at which their articled 
clerks can support themselves. 

Articled clerks, it is suggested, can 
help themselves by 'shopping around' 
before signing articles and afterwards 
by publicising their conditions, and 
ACASS would like to see a procedure 
for salary review written into the standard 
contract of articles. 

It is up to the Institute ‘to remedy the 
disgrace’ which low-paying firms are 
bringing to the profession, declare 
ACASS, who call upon the Institute to 
recommend a minimum salary of £1,100 
for all articled clerks. 

A total number of 4,703 were sent a 
copy of the questionnaire and 1,443 
replies were received, giving an overall 
response rate of 30:7 per cent. The 
replies were compared with Institute 


statistics and found to contain the same 
proportion of 3, 4 and s year students 
as the total student population. 

The results, state ACASS, confirm the 

following hypotheses: | 

(1) Salaries vary with length of articles 
and the stage the student has reached 
in his articles. 'The highest paid 
were third-year graduates (median 
£1,450), the lowest-paid were first- 
year 'O'-level entrants (median 
£550.) 

(2) Salaries vary with size of firm, 
being higher in the larger firms. For 
example, the median for a firm with 
o-5 articled clerks is £750, com- 
pared to £1,250 for the firm with 
over 50 articled clerks. 

(3) Salaries are higher in London than 
outside. The overall median for 
London was £1,050, the median 
outside London was £750. 

(4) Articled clerks’ salaries are very 
low. One per cent earn under £400 
p.a.; 16:5 per cent earn under 
£600 p.a., and 74:5 per cent earn 
under £1,100. 

A survey covering salaries in the 

Sheffield area is the subject of a report 
on the following page. 






ACASS COUNCIL 


The half-yearly ACASS Council 
is being held from September 
13th-15th at City University, Lon- 
don. Linda Mitchell, assistant 
secretary of ACASS, wishes to 
remind member societies that dele- 
gates” names should be sent to 
her just as soon as possible. 








Overall Distribution of Articled Clerks' Salaries according to the ACASS Survey 
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SALARIES AND CONDITIONS 
IN SHEFFIELD 


Last September the Sheffield CASS, 
with the blessing of its senior society, 
launched a comprehensive survey of 
atticled clerks’ conditions within the 
Sheffield area. As announced in “Round- 
about’? at the time, ‘no articled clerk 
could complain that it was an intrusion 
into privacy as there was no need to 
identify themselves, their principals or 
their firms’. 

The results now published (with a 
word of regret at the ‘unavoidable delay’), 
go a long way in obtaining a useful cross- 
section on conditions under which the 
Society’s members serve, and provide 
principals with the sort of information 
hitherto lacking. 

Although the response was good, the 
Society in terms of numbers is small. 
Consequently, some of the categories 
shown in the survey, particularly those 
in the salaries section, consist of very 
small: numbers of students and the 
results may not form a reliable guide in 
those cases. 

The salary figures do not include the 
value of any ‘fringe’ benefits, although 
the main benefits are dealt with as a whole. 
This could mean, for example, that some 
salaries are relatively low because of the 
provision of other valuable benefits. 

Certain of the ‘high’ and ‘low’ figures 
in the salaries section appear to be very 
high or very low. It seems likely, says 
the Society, that there were exceptional 
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Further expansion by the London School of Accountancy into major cities outside London was 
marked by receptions on Thursday and Friday of last week at the School's new premises in 
Albert Street, Birmingham. The second such tutorial centre to be opened within a year — the 
other is in Manchester — the latest one will fulfil a considerable need for tutorial facilities in 
Birmingham. Due to open on October 1st for Final Part | and II students, the centre will have 
Mr Ron Walk, F.C.A., as its full-time lecturer who will be supported by leading LSA lecturers. 
The courses supervisor will be Miss Sandra Maggs, A.C.A. 

Pictured at Friday's reception are, r/ght, Mr John Grenier, F.C.A., director of studies and 
founder of the LSA, with, from /eft, Miss Elizabeth Mann, LL.B., LSA's new law tutor, Mr D. J. 
Heacock, B.A., F.C.A., a partner in the Birmingham office of Brittain Kidsons Massey & Ellison, 
and a member of the Birmingham Chartered Accountant Students’ Society. 





circumstances dictating some of these 
salaries. Furthermore, it must be re- 
membered that the figures given were 
those in operation when the question- 


Salary Levels in the Sheffield Area 


National Firms 


Five-year Articles 
Salary at September 1972 
while studying for: 
Intermediate . . 
Part I i s 
Part II ah M 
Four-year Articles (not 
exempt intermediate) 
Salary at September 1972 
while studying for: 


Local Firms 


Numbe Number 


High | Low | Medianlof cases| High | Low | Medianjof cases 


300 | 510 24. 
468 | 624 18 
676 | 790 8 


Intermediate . . 312 | 584 17 
Part I 3 ho. 465 636 IO 
Part II ie sa 520 | 760 10 
Four-year Articles (exemp 
intermediate) 
Salary at September 1972 
while studying for: 
Intermediate .. N/A| N/A N/A 
Part I 400 572 IS 
Part II 525 548 2 
Three-year Articles 
(Graduates) 
Salary at September 1972 
while studying for: 
Intermediate .. c 890 950 500 717 3 
Part I i P. 995 | 1,100 702 | 708 3 
Part II 1,200! 1,250 


Note: Some of the above groups were too small to enable meaningful figures to emerge. 





In those cases, no figures have been published. 


naires were completed in September 
last year. 

Parts B (Social) and C (Education) 
of the questionnaire were designed to 
produce information to assist the com- 
mittee in planning future activities and 
it is anticipated that a summary of the 
results will be circulated shortly. One 
of the most interesting tables in the 
survey is the one on salaries related to 
the examination stage. This table is re- 
produced in the adjoining column. 

Replies on the way in which members' 
salaries were reviewed show that the 
greatest number, at 51 per cent, were by 
‘pre-determined fixed increments’, while 
48 per cent said their salaries were 
reviewed on exam successes. General 
merit accounted for 42 per cent, cost of 
living 31 per cent, and salaries revised 
for other reasons amounted to 23 per 
cent. 


BIRMINGHAM'S RESIDENTIAL 
COURSE MOVES TO BRISTOL 


Tue long-established link which the 
Birmingham CASS had with Merton 
College, Oxford, as the venue for its 
annual residential course has been broken 
with the Society's announcement that 
its 24th course will this year be held 
at Churchill Hall, Bristol University. 
That there will be feelings of regret 
among all those who had come to look 
upon Merton as the 'ideal setting' is 
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inevitable. Acknowledging that “tradition 
dies hard”, the Society's course organizers 
are none the less intent upon making 
the best of the change and hope that 
those who attend Bristol will do so too — 
indeed, they may be agreeably pleased 
with the new venue. 

The course, which will be held from 
September 12th to 15th, will have as its 
theme ‘Taxation’ and is designed to cover 
the syllabus for Final Part I and Part II 
students. Separate lectures will be given 
to each 'stream' and, in addition, there 
will be general talks on related subjects. 
The course will be led by Mr R. F. 
Duffill, A.C.A., and Mr A. J. Homer, 
F.C.A,, who have planned an integrated 
series of lectures and case studies of real 
importance. 

Applications, together with the course 
fee of £20 made out to the Senior and 
Students' Joint Lecture Committee, 
should reach the Library, Fountain 


+ Court, Steelhouse Lane, Birmingham B4 


6EA, as soon as possible. No applications 
will be considered after August 22nd. 


MANCHESTER TACKLES 
THE STOCK PROBLEM 


In the second of the recent series of one- 
day lectures given by the London School 
of Accountancy for members of Man- 
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chester CASS on stock and work in 
progress, the attendance was even higher 
than that at their previous lecture 
(‘Roundabout’, June 28th), indicating 
that ‘word was getting around’ of the 
Society’s good work in arranging this 
series of lectures. 

Stock was examined from all aspects 
(both clients and auditors) and special 
emphasis was placed on Institute state- 
ments on this subject as well as ED6 
(stocks and work in progress). 


SHEFFIELD'S SUCCESSFUL 
SUMMER COURSE 


YET another very successful summer 
course for Final Part I and II students 
was held at Sheffield University from 
July 12th to 14th. The lecturers, Mr 
Donald Rich, F.c.a., Miss Gaynor Harris, 
F,C.A., and Mr John Soars, A.C.A., of 
Donald Rich & Co, demonstrated the high 
quality of lectures provided by the private 
sector of accountancy education. Part I 
lectures included executorship, estate 
duty and income tax, while Part II 
lectures covered capital gains tax, auditing 
and management accounting, all of which 
were supported by comprehensive notes 
and illustrations. 

Those who attended the course wish 
to record their appreciation to Mr Noble 












OPT ar IAP A 


^ TT 9 


i" e e EL rt 3 ne 12 i) JE | 3 
LAL BS ro ‘wk & 
~ August 2nd, 1973 








Hanlon, A.C.A., secretary of the Joint 
Tuition Committee, and to members 
of the education sub-committee of the 
Society for the efficient organization 
of the course. 


ONE-DAY COURSES AT 
BRADFORD 


MEMBERS of the Bradford CASS are 
requested by the Society's committee 
to note that on September 20th the 
Society has organized a one-day course 
on estate duty and executorship law and 
on the following day, a one-day course 
on costing and management accountancy. 

Both courses, which are free to all 
members, will be conducted by Mr David 
Hewitson, A.C.A., and will be held at 
Bradford Central Library. Members are 
asked to draw their principals’ attention 
to the courses. 


ICA EXAM RESULTS 


R. J. Warp, of London, whose name 
appeared in the list of successful candi- 
dates in the ICA May Final examinations 
published as a supplement to last week's 
issue, was shown as having passed Part II 
only. The Institute ask us to point out 
that Mr Ward has in fact passed Parts I 
and II and is eligible to become a member 
of the Institute. 





The Institute of Municipal Treasurers 
and Accountants 


Results of Examinations held in May 1973 


Places and prizes will be awarded on the combined r 


November 1973 examinations 


FINAL PART 1 EXAMINATION 


esults of the May 1973 and 


The following candidates have completed the Final examination: 


Charnley, D., Lancashire CC 
Gallienne, R. J., Thames Valley Water Board 


Higham, M. J., Department of the Environment 
(Bolton) 


Hitchcox, A. E., Plymouth 
Howard, H., Stockport 


James, G. A., Risca UDC 


Mosey, P., Dewsbury 
Needham, J. D., Kiveton Park RDC 


Watson, A., Ellesmere Port 


The following candidates have passed Part I of the Final examination only: 


Abel, J. K., Durham CC 

Acaster, V. (Miss), Kingston upon Hull 
Adams, R. C., Derby 

Alcock, E., Nottingham 

Alexander, L. K. (Miss), Birmingham 
Allen, W. L. (Miss), Derby 

Allsop, M. J., Coventry 

Allsopp, A. T., Nottingham 
Armstrong, C. A., Birmingham 


Bailey, G. C., Bournemouth 

Bailiss, M. J., Leicestershire CC 
Baines, M. E., Yorks (West Riding) CC 
Barber, C. J., Salop CC 

Barnish, A. J., Sutton 

Beckenham, K. J., Northampton 


. Beckett, D. J., Coventry 


Bedwell, P. J., Basingstoke 

Bell, J., Bootle 

Bennett, M. J., Cheshire CC 
Biggins, D., Kingston upon Hull 


Blinkhorn, J. B., Durham CC 

Bolton, A., Rochester 

Bowen, J. I. S., Carmarthen RDC 
Bramfit, S. K., Warrington RDC 
Brawn, D. A., Leicester 

Breddy, S. (Miss), Doncaster RDC 
Brisbane, M. R., Lincolnshire (Kesteven) CC 
Brown, S. J., Stoke-on-Trent 

Burge, D. R., Greater London Council 
Butler, P. W., Sussex (East) CC 

Butt, G., Buckinghamshire CC 
Buttinger, W., Wandsworth 


Calder, B. W., Middleton 
Callen, G. C., Colchester 
Carruthers, J. O., Wallasey 
Carvello, R. R. A., Teesside 
Casey, C. (Mrs), Teesside 
Catchpole, J. D. A., Grimsby 
Child, G., Bradford 

Clarke, A., Bristol 


Clayton, A. E., Oldham 

Cockroft, G. J., Leeds Regional Hospital Board 

Coker, B. J., Kensington & Chelsea 

Collins, D. H., Eastry RDC 

Collins, P. L., British Gas Corporation (Southern 
Region) 

Coomber, R. A., Corporation of London 

Cooper, T. H. E., Gloucester 

Coppard, R. J., Brighton 

Cornwell, H. B. A., Brighton 

Cort, N. K. D., Lancashire CC 

Court, V. (Miss), Telford Development Corpora- 


Cowie, J. P., Dunfermline 
Coyle, K. J., Scunthorpe 
Crick, J. N., Barnsley 


Davies, F. L. G., Sheffield 
Davis, M. R., Harrogate 
Davis, R. J., Warwick 

Deacon, M. R. (Mrs), Brighton 
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Deehan, B., T'eesside 
Defries, J. J., Imperial College of Science and 
Technology 

Delacour, B. W., Southampton 

Dexter, S., Bishop Auckland UDC 

Dickinson, B. G., Croydon 

Dixon, J. R., Huddersfield 

Dolan, J. (Miss), Darlington RDC 
Dowell, J. W., Fareham UDC 

Doyle, P. F., Coventry 

Driscoll, E. P. J., Trowbridge UDC 


Edge, D. B., Wisbech 
Edmundson, D. G., Lancashire CC 
i Edwards, J. N., Department of the Environment 


(Cardiff) 

Elliott, A. E. (Mrs), Teesside 

Ellis, C. M., Department of the Environment 
(Maidstone) 

Ellis, L. (Miss) West Bromwich 

Ellmore, R., Chelmsford 

Emerson, S., Lincolnshire (Lindsey), CC 

Evans, B. E., Harrow 

Evans, E. A. (Miss), Rhondda 

Evans, J. D., Gloucestershire CC 

Evans, P. R., Derbyshire CC 

Eyles, J. A., Lancashire CC 


Fearon, M., Greenwich 

Fiderkiewicz, A. J., Torbay 

Fishwick, B. J., Teesside 

Florey, K. J., Wandsworth 

Fooks, K. R., Dorset CC 

Forty, D. L., Hounslow 

Foster, I. M., Chester Le Street RDC 
Francis, R. P. M., Havant & Waterloo UDC 
Franks, D. T., Buckinghamshire CC 


Gales, A. A., Lambeth 

Gardner, D. N., Cheshire CC 

Gething, G. R., Westminster 

Gilbert, G. M. W., Glamorgan CC 

Glover, P., Otley UDC 

Greer, M. A. (Mrs), Wellington (Salop) RDC 
Griffiths, V. A. (Miss), Hammersmith 
Griggs, R., Kensington & Chelsea 

Gritton, M. (Miss), Stoke-on-Trent 

Guest, J. H., Westminster 


Halliday, S. (Mrs), Wigan 
Hamilton, I. L., Lanark CC 
. Hawkins, G. R., Norwich 
Haycock, R. M., Solihull 
Hayward, K., Norfolk 
Healy, K. N., Cheshire CC 
Heslop, D. L., Warrington 
Hewitson, R., Teesside 
Hillier, R. J., Barking 
Holden, E. R., Grimsby 
Hooson, P. A., Westminster 
Hopkins, R. A., Department of Health & Social 
Security 
Howells, A. T., Carmarthen RDC 
Howes, J. R., Hertfordshire CC 
Hunt, J. A., Cornwall CC 
Hustings, P. W., Nottinghamshire CC 
Hutchings, M. W., Kensington & Chelsea 


Jackman, M. G., Winchester 
Jackson, H. P., Yorks (East Riding) CC 


The following candidates have completed the Final examination: 


Adams, C. S., Haringey 
Ansell, G. L., Enfield 
Antonini, R., Dudley 

Archard, A. J. F., Birkenhead 
Arnold, W. E., Oxfordshire CC 
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Jackson, L., Kingston upon Thames 

Jarvis, A. R., Redbridge 
Jennings, R. A., Greater London Council 

Johnson, D., Teesside 

Johnson, M. H., Rhondda 

Jordan, D. J., Bedworth UDC 

Jordan, R. H., Yorks (West Riding) CC 


Kaill, D. R., Merton 

Kearn, P. W., Gosport 

Kearsley, E. J., Wigan | 

Keates, J. M. (Miss), Wolverhampton 
Keen, S. E. (Mrs), Glamorgan CC 
Keyte, B. E., Warwickshire CC 

King, R. J., Gravesend 

Kitula, S. I. R., Nairobi (Kenya) 
Knott, D. I., Cardiff 

Knowles, J. P., Burnley 

Knudsen, E., Fareham UDC 

Kosin, R. P., Greater London Council 


Lamb, M. D., Runcorn Development Corporation 
Lang, R. D., Glamorgan CC 

Lappage, S., Hereford 

Lawrence, K. A., Swindon 
Lawrence-Wilson, R., Buckinghamshire CC 
Lester, I. C., Tynemouth 

Lincoln, M. (Mrs), Teesside 

Lister, D. D. L., Sunderland 

Little, D., Farnborough UDC 

Lloyd, H., Nantyglo & Blaina UDC 

Lord, C. R., Horncastle UDC 

Lunn, J., Buckinghamshire CC 


MacDonald, R. A., Ealing 

Machin, A. S., Warrington 

Maddocks, K. J. G., Mountain Ash UDC 
Maher, A. J. E., Dudley 

Marshall, C. A. (Miss), Kingston upon Hull 
Martin, R. L., Buckinghamshire CC 
Mason, A., Teesside 

Mayger, R. J., Greenwich 

Mays, K. W., Maldon 

McPherson, A. McC. (Mrs), Lanarkshire CC 
Menkin, A., Cheshire CC 

Miles, M. E., Warwickshire CC 

Miller, G. E., Durham CC 

Milligan, J., Northumberland CC 

Minter, R. T., Lewisham 

Mitchell, M. P., Leeds 

Morris, R. A. F., Stafford 

Mulcahy, M., Warwickshire CC 

Musonda, J. K., Chingola (Zambia) 


Nelsey, R. W., Luton 
Nicolson, A. H., Westminster 
Norris, A. C., Derbyshire CC 


Orgill, C., Corby Development Corporation 
Osborne, R. J., Chesterton RDC 


Palmer, A., Redbridge 

Pandya, K. M., Department of the Environment 
(London) 

Parker, A. F., York 

Pate, A. C., Canvey Island UDC 

Pinder, A. R., Leeds 

Plowman, K. W., Dorking & Horley RDC 

Porter, A. A., Blackpool 

Potter, F. W., Wandsworth 


FINAL PART 2 EXAMINATION 


Ashworth, F. I., Bury 


Bailey, M. J., West Bromwich 
Baker, H., Gloucester 
Bancroft, J. (Mrs), Bradford 









Pritchard, R. N., Bromsgrove UDC 


Ravenscroft, G., Manchester Es 
Reade, R. J., North Gloucestershire Hospitals EC 


Reed, A. C., Woking UDC UOTE 
Rhodes, M. C., West Pennine Water Board ee, 
Rice, P. J., Leeds NC 
Richards, D. S., Easthampstead RDC NR 
Richards, J. A., Glamorgan CC E 
Robinson, J. B., Wigan Ec 
Rodgers, A., Castleford PH 

Rosling, C. M., Sheffield FEN 
Sandbach, J. C., Cheshire CC a 


Savage, V. J., Liverpool a 
Sayers, A. B., Somerset CC MM 
Scott, B. M., Warwickshire CC E. 
Scott, G., Yorks (West Riding) CC ER 
Shields, P. J., Goole RDC cC 
Simms-Reeve, P. F., Camden 2 
Simpson, J., Teesside ^ d 
Sindandumuna, G. M., Lusaka (Zambia) 8 
Smith, C. J., Wolverhampton T 
Smith, J., Waltham Forest SIM 
Smith, J., Merton 3 
Spradbery, D. J., Kingston upon Hull ass 
Stewart, I. P. M., Croydon - 
Strand, M. H. (Miss), Westminster OR 
Stratford, M. G., Brent 

Sweeney, P. F., Hawarden RDC 


Taylor, B. A., Colchester 

Taylor, C. J., Brighton 

Taylor, J. C., Golborne UDC 

Thomas, M. A., Epping & Ongar RDC 
Thomson, W. C., Mid-Sussex Water Company 
'Tombs, A. C., Kingston 

Traill, N., Sheffield 

Turner, D. J., Derbyshire CC 


Unsworth, M. J., Coventry 
Usher, A. J., Swansea 


Vickers, S. E. (Miss), Nottingham 


Wain, J., Derby i Ea 
Wain, S. R., Macclesfield Ex 
Walster, P. C., Lincolnshire (Lindsey) CC ae 
Warwick, B. A., Cheshire CC ^ mm 
Watson, D., Greater London Council E 
Watson, P. H., Bucks Water Board + 
Watts, J., Stoke-on-Trent E 
Webber, S. A. (Miss), Merton F6 
Webster, T. A., Lambeth 





Westwood, L. G., Hemsworth RDC 
Whetstone, D., Milton Keynes Development 


n 
Corporation pou. 
White, I., Sunderland ; E 
White, M. J., Runcorn Development Corporation a 
Willcocks, G. W., Leicestershire CC ira 
Williams, B., Widnes I 
Williams, F., Bournemouth ; 3 
Williams, R. R., Department of the Environment E 
(Cardiff) pr 
Woolward, K. J., Corporation of London US 


Worrall, D. P., Aldridge-Brownhills UDC 


Yates, A., Haslingden a. 
York, R. J., Westminster / RM 
Yule, G. S., Glasgow 





Barker, J., Sussex (West) CC E- 
Barnes, J., Department of the Environment ——  — 
(Bolton) a 
Bartlett, D. J., Leicester CC m 
Bassett, T. E., Dartford RDC d 
e ns 


01—402 8361 





E^ 
a 
A 
de 
E 

4 








. Butcher, T. 


i TEAN, 
Tee DY 
` Ma. 


BU WE PO ] de E r X . > 
OP NEUES Pp Ne yk eeu, mH A ee i LI. 

a V UI) sd A x A on I IAN. da) SEA "PE poen + 
A e RCRUM NEAT A E 
ee 1 d m4 E, ie € M b < ~ 1 

J d eS Y j p = 2 " 4 
‘ 


Basso, E., Greater London Council 
Bateman, G. C., Westmorland CC 
Beacall, G. H., Crewe 

Beckford, T. E., Greater London Council 
Beer, D. J., Wiltshire CC 

Biggs, D. F., Cheshire CC 

Black, 'T. M.(Miss), Banbury 


. Blakey, P. N., Derbyshire CC 
- Bostock, W. G., Fylde Water Board 


Bott, M. A., Berkshire CC 

Brace, G. W., Salop CC 

Bradley, V. (Mrs), Doncaster RDC 

Braidley, T. J., Sutton Coldfield 

Brereton, M. E., Cheshire CC 

Brown, D., Lincolnshire (Kesteven) CC 

M., Northampton Development 
Corporation ; 


Calladine, J. A., Leicester 

Canning, P. A. (Mrs), Wolverhampton 

Cargill, R., Solihull 

Carpenter, J., Bedfordshire CC 

Carr, J. E., Blackburn 

Carr, S. L., West Denbighshire & West Flintshire 
Water Board 

Case, C. M., Andover 

Clarke, M. M., Fylde Water Board 

Clifford, A., Coventry 

Cook, D. G., Bolton 

Cox, G., Bolton 

Crocombe, J. A., Birmingham 

Cross, P. W., Hemsworth RDC 

Crowe, S. D., Durham CC 

Cunningham, P. C., Greater London Council 

Cutts, A. C. T., St Helens 


Darby, P. W., Lancashire CC 
Dixon, K., St Helens 
Dobson, A. R., Houghton-le-Spring UDC 


- Dowden, A. M., Greater London Council 
Drake, R. W., Havant & Waterloo UDC 


Dryland, H., Manchester 
Duffield, I. W., St Albans 
Dyke, M. C., Fylde Water Board 


- Earlam, D. R., Gloucester 


Earle, D. T., Teesside 

Ecart, M. J., Canvey Island UDC 
Edwards, M. A., Bedford 

Ellis, A. E., Yorks (West Riding) CC 
Ellis, M. H., Sheffield 


- Elms, R. J., Leicester 
. Evans, D. R., Birmingham 


Fergus, I., Midlothian CC 
Fillingham, I. J., Tyldesley UDC 
Ford, K. A., Hampshire CC 


Forster, R., Sheffield 


Fortune, B. W., Stretford 
Fowler, W., Lancashire CC 


Gadd, J., Gwent Water Board 


.. Galbraith, P. M., Yorks (East Riding) CC 
 Galliford, J. H. (Miss), Devon CC 


Gell, B. W., Staffordshire CC 
Gilgallon, M., Greater London Council 


_ Goldthorpe, A. E. (Mrs), Yorks (West Riding) CC 


Goodman, W. (Mrs), Islington 


Passed 
Failed 
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Gormley, A., Department of the Environment 


(Preston) 
Gripton, W. J., West Bromwich 
Hale, J., Durham CC , 


Hanson, M. A., Morecambe & Heysham 
Harding, M. E. E., Crawley UDC 
Hardy, G., Durham CC 

Harris, R. E., Easthampstead RDC 
Haywood, S. M., Westminster 
Henshall, C., Cheshire CC 

Higham, T. P., Lincolnshire (Holland) CC 
Hind, R. J., Hillingdon 

House, B. T., Camden 

Howard, E. H., Cumberland CC 

Howat, H. C., Ayr CC 

Howcroft, D., Lancashire CC 

Howe, A. L., Leeds 

Humphry, C., Ashton under Lyne 
Hunter, A. J., Buckinghamshire CC 
Hunter, J. C., Sheffield | 

Hunter, K. A., St Helens 

Hutchinson, C., Leicester 

Hyde, R., Warley 


Ives, G., Bradford 


Jackson, G. D., Kingston upon Hull 
Johnson, E., Yorks (West Riding) CC 
Jones, A. C., Lewisham 

Jones, C. E., Herefordshire CC 

Jones, K. A., Bedwas & Machen UDC 
Jones, M. K., Maidenhead 


Keane, S. F., Kensington & Chelsea 
Kelly, H. K., Sheffield 

Kemp, M. G., Dudley 

Kemp, P. R., Nottinghamshire CC 
Kirk, W., Lanarkshire CC 

Kite, R. S., Poole 


Lee, C. R., Leicestershire CC 
Leigh, R., Salop CC 

Letto, P. G., Lancashire CC 
Lloyd, J. W., Denbighshire CC 
Luck, H. J., Northamptonshire CC 
Lush, E. J., Sussex (West) CC 


Madsen, H. G., Northumberland CC 
Manning, R. C. L., Portsmouth 
March, A. M., Northampton 
Markall, D. E., Surrey CC 

Martin, P. A., Derbyshire CC 
Mason, G. H., Manchester 
Maycock, A. J., Stoke-on-Trent 
McCallum, P. G., Glasgow 

Mellon, A. A., Midlothian CC 
Merrill, D. J., Widnes 

Merriman, E. A. (Mrs), Birmingham 
Merryweather, P. A., Margate 
Middleton, A. L., Havering 

Morton, E. E. J., Doncaster RDC 


O'Beirne, J. N., Witney UDC 
Ogweno, I. O., Government of Kenya 
O'Reilly, M. A., Kidderminster 
Osborne, C., Bedfordshire CC 
Osment, D. A., Glamorgan CC 


SUMMARY OF RESULTS 








Intermediate Final — Part 1 
No. % No. % 

220 38 252 46 

352 62 294. 54 

572 546 
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Paddon, T. J., Islington $ 
Pearson, P. F., Nottinghamshire CC 
Peel, A. P., Sheffield 

Perkins, A. J., Warley 


Perrons, R. A., Nottinghamshire CC 

Pickles, K., Keighley 

Pratt, I., Bradford 

Pritchard, D. A., Caernarvonshire CC 

Pritchard, R. I. P., Department of the Environ- 
ment (Hereford) 

Purser, M. S., Chatham 


Revels, A. W., Sandy UDC 
Reynolds, R. W., South Shields 
Rogers, P., Wolverhampton 
Rowbottom, J., Bolton 


Sanderson, D. J., Brighton 

Scott, C. P., Kirkby UDC 

Sear, D. W., Leighton-Linslade UDC 
Sharp, R. S., Chigwell UDC 
Shawcroft, P., Mansfield | 

Shepherd, C., Dorking & Horley RDC 
Shore, J., Bolton 

Simmons, N. C., Witham UDC 
Smith, R., Dudley 

Southworth, I. H., Lincolnshire (Holland) CC 
Sprakes, N. D. (Mrs), Doncaster RDC 
Stafford, M. J., Swansea 

Stanford, R. J., Fareham UDC 
Stretton, R. M., Grimsby 

Swaby, P., Yorks (East Riding) CC 
Sykes, R. A., Northamptonshire CC 


Taylor, D. S., Newcastle upon Tyne 
Taylor, P. R., Sutton 

Thibaut, E. R. G., Croydon 
Thomas, N., Denbigh 

Townsend, B. G., Hastings 


Unwin, M. C., Abergavenny 
Varley, J. S. (Mrs), Teesside 


Walker, M., Teesside 

Wallis, T. J., Portsmouth 

Walters, A. (Mrs), Chester 

Waring, S., Kirkby UDC 

Waterfall, J. C., Derby 

Waters, A. P., Staffordshire CC 

Watson, J. A., Eastleigh y 

Webb, D. W., Wiltshire CC 

Welch, G. F., Bootle 

West, K. J., Department of the Environment 
(Plymouth) . 

Whetton, R., Sutton-in-Ashfield UDC 

White, J. R., Worcestershire CC 

Willis, J. C., Salford 

Wills, D. J., Somerset CC 

Wilson, M. A. (Miss), Western Regional Hospital 
Board 

Winterbourn, I. P., Farnham UDC 

Woodcock, G., Westminster 

Wormwell, B. J., Bolton 


Youd, A. D., Bury 
Young, R. T., Cheshire CC 





Final — Part 2 Total 
No. % No. % 
I9I 39 663 41 
294. 61 940 59 
485 1,603 
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AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 

Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3. TUITION HOUSE. LONDON SW19 4DS 
01-947 2211 
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PROFESSIONAL NOTICES 


Farrow, MIDDLETON & Co announce 
that in association with VEKEMANS & 
BERK of Amsterdam they have formed a 
joint firm under the name of FARROW & 
VEKEMANS with offices at Paulus Potter- 
straat 18, Amsterdam. The partners in 
the new firm will be Messrs W. R. 
MipDLETON, R. W. WHITTAKER, and 
P. C. HoGan of Farrow, MIDDLETON & 
Co, and Messrs J. C. JONGENEEL, J. G. 
van MEEL and A. VAN VLIET of VEKEMANS 
& BERK. 


Harmoop BANNER & Co, Kenya firm, 
announce with regret the death on July 
15th, 1973, of Mr O. S. NESBITT, F.C.A. 


THORNTON BAKER & Co and REYNOLDS, 
McCarron & O'CONNOR announce the 
formation through their Dublin office of 
a network of accountancy practices in 
Ireland under the name  REYNOLDS 
McCarron. This affiliation includes their 
- existing offices in Dublin, Naas and Trim 
together with the following: W. H. 
O'DoNNELL & Co (Limerick), T. R. 
CHAMBERS, HaLLeY & Co (Waterford, 
Carnow), THOMAS GEOGHEGAN & Co 
(Dublin, Galway), E. L. Hynes & Co 
(Galway, Westport). While retaining 
their individual independent status, col- 
lectively the member firms now share the 
affiliation’s total resources and range of 
services. 


APPOINTMENTS 


Mr M. A. Alli, F.c.c.a., has become 
chief internal auditor of the Nigerian 
National Shipping Line. 


Mr C. M. Beddow, F.c.A., has joined 
the board of London & Midland In- 
dustrials on a part-time basis and becomes 
deputy chairman. 

Mr C. C. Dobson, F.c.a., and Mr 
R. J. B. Stein, A.C.A., have been appointed 
chief financial officers of Reckitt 8 
Colman. 


Mr David Evans, C.A., previously chief 
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ACCOUNTANT 


accountant of Habitat Designs, has been 
appointed finance director. 


Mr Eric John George A.I.M.T.A., has 
joined the South Wales Electricity Board 
as assistant chief accountant in succession 
to Mr Gethin John, F.c.A., who was 
recently appointed deputy chief ac- 
countant. 


Mr I. A. Horwood, F.C.A., A.C.M.A., 
has joined the board of London & 
Midland Industrials as finance director — 
a new post in LMI. 


Mr C. Gordon Jackson, C.A.(s.A.), who 
has been secretary of Glanvill Enthoven 
(SA) (Pty) since February 1968, has 
been appointed to the board, and will 
continue in his capacity as secretary 
of the company. 


Mr Michael W. Brocksom, LL.B., 
F.c.A., formerly chief accountant of 


Forward Trust, has become a director of 
the company. 
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Mr M. W. Brocksom Mr M. Gardner 


Mr Michael Gardner, M.A., A.C.A., 
has been appointed to the newly created 
position of financial controller of Porvair. 


Mr D. M. Jamblin, F.c.c.a., takes up 
the position of Lecturer in Accountancy 
in the School of Business Studies, Ealing 
Technical College, on September rst. 


Mr W.. A. G. Spicer, F.C.C.A., has 
joined the board of Arthur Guinness 
Son & Co as an executive director. He 
will retain his present responsibilities 
as group chief accountant. 





Mr G. A. 


Mr W. A. G. Spicer Stone 


Mr Geoffrey A. Stone, F.C.A., has 
been appointed to the board of A. F. 
Bulgin & Co. 


Mr Michael Johnson, A.C.C.A., A.C.LS., 
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has been appointed commercial director 
of Carter Penguin Group, the Sheffield- 
based confectionery group owned by 
Armour Trust. 


Mr P. Johnson, A.I.M.T.A., borough 
treasurer, accountant and chief rating 
officer, Shipley UDC, has been appointed 
chief administrative officer, directorate of 
finance, Bradford Metropolitan. 


Mr John Lindsay, B.L., C.A., who 
retired as secretary of the Woolwich 
Equitable Building Society on June 3oth, 
has been elected as a director of the 
Society. 


FORMER GLC OFFICER 
JOINS TOUCHE ROSS 


Mr W. L. Abernethy, C.B.E., F.C.A., 
F.I.M.T.A., who retired on June 3oth as 
controller of financial services for the 
Greater London Council, has joined 
Touche Ross & Co as an adviser on 
finance and accounting in the public 
sector. 

Mr Abernethy is a former Council 
member of The Institute of Municipal 
Treasurers and Accountants and the 
author of a standard textbook on internal 
auditing in local authorities and hospitals. 


PRICE CODE BOOKLET 


The Price Commission is currently 
distributing a booklet entitled The Price 
Code: A Guide to Your Obligations to 
some 250,000 enterprises in the UK. 

The booklet aims at providing each 
enterprise with a guide to the Price Code 
and the legal obligations of all business- 
men in respect of reporting or recording 
price increases and profit margins. It 
identifies these obligations and advises 
on what course of action should be taken. 

Copies of the booklet can be obtained 
free of charge from the Price Commis- 
sion's Information Centre, Room 711/ 
712, Cleland House, Page Street, West- 
minster, London SW1P 4LS, or from 
any regional office. 


JOHN PLAYER COMPUTER 
AWARD 


Presentation of the inaugural John 
Player Computer Award, for the out- 
standing contribution in production, 
development, use or acceptance of com- 
puters during the year ending April 
Ist, 1973, will be made at a dinner 
following the annual meeting of the 
British Computer Society on October 
3rd. 

Lord Robens has accepted the appoint- 
ment of chairman of the selection panel. 
Other members will be Messrs Graham 
Morris, BCS President; Stanley Gill and 
Alex d'Agapeyeff, Past-Presidents; 
Gordon Mackenzie, systems development 
manager, John Player & Sons Ltd; 
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- Melvyn McGillivray, BCS Nottingham 


branch chairman; and Raymond Baxter, 
television and radio broadcaster. 

The award takes the form of a cash 
prize of £2,000, with a perpetual trophy 
and a replica. Entries will be screened 
by a preliminary panel under the chair- 
manship of Mr Gerry Fisher, BCS 
treasurer, who will submit a short list 
to the selectors. 


ALIA OFFICERS ELECTED 
FOR 1973-74 


Mr T. C. Maysmor-Gee, F.c.A., of the 

City of Birmingham Polytechnic, has 

been elected Chairman of the Association 

of Lecturers in Accountancy for 1973—74. 

Other officers elected at ALIA's recent 

annual meeting were: 

Vice-Chairman: Mr E. V. Donnelly, r.c.A., 
A.C.M.A. (West Cheshire Central College of 
Further Education). 

Treasurer: Mr H. Hartley, F.C.A., F.T.I.I. (York 
College of Further Education). 

Secretary: Mr R. L. Lines, F.C.A., A.C.M.A., 


77 Latchmere Lane, Kingston upon 
Thames, Surrey KT2 5SF (01-546 6116). 


CORPORATE FINANCE 
EVENING PROGRAMME 


A new corporate finance programme 
has been announced by the London 
Graduate School of Business Studies, 
to be held on Monday evenings, starting 


on October 8th. The programme has been 


planned in response to requests by 
managers who can only attend outside 
business hours. 

The three courses, in the programme 
cover “Accounting tools for management”; 


by Smethurst 









‘Corporate financial decisions’; and ‘Cor- 
porate financial planning’. Those who 
complete all three courses satisfactorily 
will receive the programme certificate. 
However, any of the three courses may be 
taken separately to meet specific needs. In 
addition, companies may take up one or 
more places in the whole programme and 
then nominate individuals to take par- 
ticular courses. 

Further details of the corporate finance 
evening programme may be obtained 
from The Registrar, Corporate Finance 
Programme, London Business School, 
Sussex Place, London NW1 4SA (o1-262 


5050). 


PRACTICAL PROBLEMS 
OF VAT 


Experience since April 1st has indicated 
that the operation of value added tax is 
anything but the simple measure that 
the business community was led to 
expect. At a one-day conference to be 
held by the London and District Society 
of Chartered Accountants on September 
29th, three distinguished speakers - 
Messrs Tony Sherring, F.c.A., Bruce 
Sutherland, F.c.a., and Geoffrey Vieler, 
F.C.A. — will deal with expected and un- 
expected points of difficulty which have 
arisen in the first six months of VAT. 

Intending participants are invited to 
submit points of difficulty in advance of 
the conference, and the speakers will deal 
with as many as time permits. The 
conference fee, inclusive of morning 
coffee, lunch, afternoon tea, service 
charge and VAT, will be £16:50, and 
applications should be addressed to the 
Society at 56 Goswell Road, London 
ECIM 7AY (01-253 4518). 


INSTITUTE OF ACTUARIES 


The Council of the Institute of Actuaries 
has announced that at the recent exami- 
nations held at 34 overseas centres, 24 
candidates qualified as Fellows. Of these, 
14 were in Australia, 4 in South Africa, 
1 in Canada, 2 in India, 2 in New Zealand, 
and 1 in Trinidad. 

In addition, 25 qualified as Associates 
and 36 have become eligible for the 
Certificate in Finance and Investment. 


CHARTERED ACCOUNTANTS' 
GOLFING SOCIETY 


The seventy-fourth annual general meet- 
ing of the Chartered Accountants Golfing 
Society was held at the Bell Hotel, 
Sandwich, recently, under the chair- 
manship of Mr D. V. House. 

Mr P. J. Hughes, the retiring Captain, 
addressed the meeting and proposed that 
Mr House should be elected President for 
the ensuing year. This was carried 
unanimously and Mr House was duly 
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elected President, and he thanked the 
meeting. 

Mr R. Anderson was elected Captain 
and the retiring Vice-Presidents, Messrs 
L. R. Elcombe, L. V. Mills, L. E. 
Parsons, E. H. Wingfield, H. C. Staines, 
R. A. Daniel, A. W. Coleman and S. W. 
Penwill were re-elected. 

The following were also elected: 


Vice-Captain: Mr J. F. Sloan. 


Hon. Secretary and Treasurer: Mr E. H. 
Head. 


Hon. Match Secretary: Mr J. F. Sloan. 
Hon. Auditor: Mr N. Grenfell. 


Messrs J. Foreman, D. W. Gibson, 
W. B. Henderson, H. J. Finden-Crofts 
were re-elected to the Committee and 
Messrs P. J. Hughes and I. Blake- 
Thomas were elected to the Committee. 


Competition result 


The leading results of the competitions 
were as follows: 


Thursday a.m. Singles 
First: 
A. W. Coleman (14)  .. he 38 
(on last nine, 21 points) 
(wins Ernest Cooper Cup and 
Captain's Prize) 
Second: 
H. J. Finden-Crofts (17) Ei 38 
(on last nine, 20 points) 
Third: 
S. A. Letts (20) T fa 38 
(on last nine, 19 points) 


Pts 


Thursday p.m. Foursomes 
First: / 
A. W. Coleman (14)  .. j^ 39 
H. J. Finden-Crofts (17) 
Second: 
J. F. Sloan (12) s T 36 
A. B. Green (4) 
Third: 
H. C. Staines (9) j. f 35 
J. Shaw (10) bs 
R. Anderson (4) > dá 37 
(Wins Scratch Prize) 
A. W. Coleman (14) .. y 
(Wins Elcombe Rose Bowl) 
Friday Foursomes 
First: 
R. Anderson (4) 
R. A. Thomas (16) 
Second: 
R. G. Carter (16) 
C. P. Neilson (15) 
Third: 
P. J. Hughes (4) 331% 
H. G. J. Foulger (20) 


The A. O. Miles Challenge Cup ( 1972) 
was won by Harmood Banner & Co. 


Venues for 1974 Meetings: 

Wood Cup. To be confirmed. 
Annual Meeting 
Summer  ,, 


> > 35 


Moor Park G 
June 19th, 1974. 
St George's Hill GC 
September 25th, 


1974. 


Autumn  ,, 
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Self-employed clients? 


August 2nd, 1973 


Help them turn their income tax 
into a pension. 


Tell them about Time Assurance Personal Pension 
Bonds: 


Tell them about the Total Tax Exemption 


Yes, total tax exemption on every penny saved 
for retirement. Because premiums come off the top 
of earnings, reducing taxable income. Which means 
that, for basic rate taxpayers, a £100 premium would 
cost £70. And higher rate taxpayers could claim as 
much as £75 tax relief for every £100 they save. 

Increased vesting bonus 

The pensions provided by Time Assurance 
Society have always been considered to be generous 
and now the vesting bonus has been increased again 
from 2% per annum to 2.5% per annum of the basic 
pension. This means that we can now add a total of 











Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of 
entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2.50% per annum. 






Increasing annually 
by interim bonus 
additions to produce a 
Total Pension of: 












Pension at 65 Cash option at 


pension age 




















Total 
Guaranteed |Pension at 











Adjusted 

























Age next Basic 65 with Atage 70 | At age 75 rt Total 
birthday Pension estimated a Da age 65 
at entry bonus 
















£ 
3474 
2449 
1726 
1176 
786 


If you select age 65 as your retirement age then the figure shown in column 3 is 
the pension which will commence on your 65th birthday. Columns 4 and 5 show 
the effect of bonus additions after your pension has commenced. The figures in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present rates, if you choose to commute part of your normal pension for cash. 






5.5% to the basic pension for each year up to pension 
age (interim bonus of 3% plus vesting bonus of 2.5%), 
and also make a greater tax-free cash sum available 

at retirement. What is more, the interim bonus con- 

tinues to be added after pension age. 


The generous pensions available 


For example, a man aged 40 next birthday, 
paying an annual premium of £300, can now expect a 
starting pension at age 65 of £3,177 p.a. or he can 
take a tax-free cash sum of £7,074 and a pension of 
£2,358 p.a. for life. 

Tell them soon 

Send the coupon below for complete agency 
details and a full set of rates for men and women 
at all ages. 

You'll be doing your self-employed clients a 
favour—and yourself a favour too: our commission 
rates are realistic and take account of the cost of 
your service. 


Pa MA 


i TO: TIME ASSURANCE SOCIETY | 


| 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


à Manchester Office: 12a Piccadilly, Manchester 1. 
| Telephone: 061-624 7299/061-624 9955. D 
Scottish Office: 6 York Place, Edinburgh 1. i 

š Telephone: 031-556 3895. 5 
i 

: 


] Please register me/us as Agent(s) of Time Assurance Society, 
and send a supply of Pension Bond literature. 
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IT’S SIMPLE! IT'S EASY! 


WHICH COURSE DO YOU NEED? 


(1972-73 courses are here on offer. 1973-74 courses not available until 1974. Please write for details.) 
College courses cover College syllabus. SS.1 covers tax. SS.2 covers executorship and estate duty. Those who want courses 
to help them through a particular professional examination are advised to take the following courses and omit sections not 
required by the syllabus of their examining body. This is the position: 


IF YOU ARE DOING... YOU WANT ... 


INSTITUTE OF TAXATION - Oct. 1973 
Associateship Intermediate .. zs 





Final jd T - de de am - - m M ird " 2 .. SS.l and SS.2 
Fellowship id ya ik ‘3 i4 bá od "s -" i - ná T eH T .. SS.l and SS.2 
INSTITUTE OF CHARTERED ACCOUNTANTS IN ENGLAND AND WALES - Nov. 1973 
Final Part I Advanced Accounting Ne $ a ;4 " " " e b - ga ¿co BEA 
C Taxation I ia bs ^ ja ha » a s e iP e: i vió: A 
C * English Law II. Trusts ia vá SS.2 
2 Final Part II Taxation II T T bd os " - - - SS.1 
INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND - Sept. 1973 
Part 1. Paper 3. Income Tax PRO "- Dd - s a - SS. 1 


Part II (A). Paper 3. Trust Law a $e " A - m $^ - m mM s hi 2 $82 

Part IV (A, B and C). Paper 2. Taxation I - há hd ^ P md ra ba - Li (se A 

Part V. Paper 1. Taxation II ae - - và id de d SS.1 and SS.2 
ASSOCIATION OF CERTIFIED ACCOUNTANTS - Dec. 1973 and June 1974 

Section III. J. Taxation di $5 vá hs Ga 4 i " 


- T T TA - (v NNI 
Section IV. O. Executorship 23 " Wa = La lá EM " s - Lu i vs c NE 
Section V. R. Taxation - - si T ina i ns bá M iá - $3 "e" c MEE 
LAW SOCIETY - Aug. 1973 
Part II. Head 3. Revenue Law (Compulsory) ios i T T ei .. 99. and SS.2 


INSTITUTE OF MUNICIPAL TREASURERS AND ACCOUNTANTS - Nov. 1973 


Final Part 2. Accountancy 3 and 4 . $4 ; i s T SS.1 
INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS - Nov. 1973 

Part V. Taxation á 2n "T 2s sa Me - a - o $a SS.1 
INSTITUTE OF CHARTERED SECRETARIES AND ADMINISTRATORS - Dec. 1973 

Final Part III. Secretarial Practice (Taxation) - es 2 2 - is . SS.1 
COUNCIL OF LEGAL EDUCATION - Sept. 1973 

Part 11. Section IV. Revenue Law (Optional) ; ia SS.1 and SS.2 
INSTITUTE OF BANKERS, TRUSTEE DIPLOMA. - Sept. 1973 

Part I. Law Relating to Wills, etc. de " id à pg M ids "T "- Y - ix DOSE 

Part II. Trust Taxation i3 T is »á x a ei P a Y à bi T >s ¡350.2 

Part II. Trust Accounting  .. SS.2 


IF YOU ARE TAKING EXAMINATIONS IN THE FIRST SIX MONTHS OF 1974... YOU WANT ... OUR CURRENT 
1972-73 COURSES AND NEXT YEAR'S COURSES. (Exception: Association of Certified Accountants. See above. 1972-73 
course should suffice for June 1974.) 

IF YOU WISH TO STUDY TAXATION WITHOUT EXAMINATION, YOU WANT SS.1 AND OR SS. 

IF YOU WISH TO JOIN THE COLLEGE OF TAXATION AS A MEMBER, YOU WANT SS.1 AND SS2 AND, THEN, 
AN APPLICATION FORM. 

IF YOU WANT A FIRST-CLASS REFERENCE MANUAL ... YOU WANT SS.1 AND/OR SS.2. 


THERE IS NO WAITING! NO TEDIOUS DELAYS! 


* COMPLETE 'NO-TEXTBOOKS-REQUIRED' COURSES ARE SENT TO YOU. 

* FAMOUS EASY-LEARNING, SELF-STUDY MANUALS YOU WILL BE PROUD TO OWN. 

* SPECIAL BONUS! WITH SS.1 YOU GET AN APPENDIX ON 1973-74 UNIFIED AND IMPUTATION 
SYSTEMS PLUS THE OFFICIAL REVENUE PUBLICATIONS. 


* TERMS: U.K. RESIDENT APPLICANTS, including postage. SS.1 £25. SS.2 £12:50. Alternatively 
send £5 deposit and ask for extended credit forms. Please send cheques or registered cash. 
OVERSEAS APPLICANTS, including airmail postage: SS.1 SS.2 
Bahamas, Cayman Islands, Ceylon, Colombia, Guyana, Hong Kong, India, 

Jamaica, Kenya, Malawi, Malaysia, Mauritius, St Lucia, Sarawak, 

Seychelles, Singapore, Tanzania, Uganda, U.S.A., Zambia .. - 230 215 
West Cameroon, Cyprus, Gambia, Ghana, Iraq, Jordan, Kuwait, Libya, Malta, 

Nigeria, Saudi Arabia, Spain, Sudan, ahi " " i .. £28 £14 
Belgium, France, Gibraltar, B.F.P.O. n» = e $4 à ». MED 2 
It is regretted that credit cannot be offered to overseas applicants. Please send 

sight drafts. 


* PRE-RECORDED CASSETTES. 


Both courses are available on pre-recorded cassettes as an optional extra provided you 
have already purchased the relevant self-study course. Please ask for details when ordering 
your course, 


RUSH YOUR ORDER TO: IMPORTANT NOTICE 
THE COLLEGE OF TAXATION 1 2555 c submit vor name and Saaran ins 


ately. In due course we will be pleased to post you 
21 OAKBURY ROAD details of our 1974 programme, membership and 


LONDON SW6 examination for the 
Telephone 01-736 8389 sj Annual Certificate in Taxation 





JOB OPPORTUNITIES FOR ENTHUSIASTS ONLY. We may shortly have a vacancy for secretary/administrator, able to 
type and drive, prepared to live on premises. Also writer/lecturer who thoroughly knows our courses, able to type and drive, etc. 
The hours are long, the work is hard but the satisfaction is immense. Both posts are pensionable. Please send full personal details 
in envelope marked ‘Private’ to The Director of Studies. 
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Maybe you hope the new State Reserve 
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Pensions will be adequate for your key 
employees. But you could be wrong, 


$ because benefits under the State Reserve 
your USINESS = Scheme will be low for years to come. 
Maybe you think company pension 
schemes are just for the big battalions, but 
the SUN LIFE Pension Builder is designed 
t e more primarily to cover up to five employees-it 
| has room too for quite a few more. It's 
simple, generous, and really flexible. 
OU need needs of your own employees at a cost 
M under your control. Sun Life's Pension 
Builder isn't a once-and-for-all job either — 
it's made to grow as your company grows, 
our staff. to keep pace with the changing economic 
M 0 ora. 
And its cost is not going to take 
embarrassing slices out of your profits, 
makes the most of your—and your 
employees’ — contributions. 
Sun Lifes Pension Builder Studying the Pension Builder in detail could 
start you on the way to an important 
could make all company development. Post the coupon 
below (no stamp required) for further 


It lets you choose benefits best suited to the 
because Sun Life's investment expertise 
7 the difference. information, or ask your broker for details. 
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To: Sun Life Assurance Society Limited, 





Freepost, London, EC2B 2YH. uj 
Please send me details of your PENSION BUILDER SCHEME e | 
Lid 
Name Position a | 
4 
| Company < 
A | Address 2 | 
O 
Postcode 5 
| S | 
À Telephone No. a 
AA | A9/8/PB | 
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A life's work deserves a 
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The Price of Lax Control 


pn voluminous report of the two inspectors, Mr R. A. 
MacCrindle, Q.C., and Mr P. Godfrey, F.C.A., appointed 
by the Department of Trade and Industry to inquire into 
the financial collapse of Rolls-Royce in February 1971, 
certainly provides a detailed and comprehensive review of 
the events and factors leading up to that debacle. Yet in its 
essentials, the truth of the matter was evident virtually 
at the time of the collapse. 

Opinions regarding the responsibility for the failure of 
what many investors regarded as one of the foremost 
‘blue-chip’ companies in Britain may have differed at the 
time, but the inspectors leave no doubts on the matter. 
They find that two former senior executives, the chairman, 
Sir Denning Pearson, and the managing director, Sir 
David Huddle, had failed to recognize the 'awesome 
dangers' inherent in the Lockheed contract and in con- 
sequence “they failed properly to discharge the responsibi- 
lities of stewardship which rest upon the directors of a 
public company’. 

There can be hardly a reader of this journal who; in the 
course of his professional career, has not given some client 
or other, whose technical expertise usually far outstripped 
his understanding of management and finance, some basic 
rules on how to stay in business — don’t put all your eggs in 
one basket; don’t quote for new orders at prices which 
offer little prospect of profit; don’t quote for work which 
entails technical expertise and experience which you have 
not yet acquired unless the price covers the risks of cost 
escalation; keep a close watch on costs, particularly in the 
development of the product; finally, make sure that there is 
enough money in the bank to pay the bills and wages. 

The number of businesses which have failed because they 
overlooked some or all of these simple home-truths is too 
numerous to count. But generally speaking, they are small 
businesses with owner-proprietors who do not have the 
resources to call upon the range of technical skills required. 

Rolls-Royce was extremely strong on the technical side, 
although it suffered severely from the loss of two of its 
leading personalities on that side; but there did not seem 


to be the same level of effectiveness on the financial side. 
Information which must have been available for the board 
to see just where the company was going, seems either 
to have made insufficient impact or reached it far too late. 
However, even if the board had become aware at a much 
earlier date of the company’s financial position, there was 
nothing that could have been done out of its own resources 
to save the company from liquidation. 

When the company signed the Lockheed contract, it 
effectively signed its own death warrant. The board’s 
understandable concern for the future of the company and 
the welfare of its workers, meant that it cut the RB 211 
quotation to the bare bones and failed to recognize the 
implications of escalating costs which were inevitable, 
given the specifications of that engine. In the words of the 
inspectors this was a case of ‘imprudence’, of a ‘rash 
commitment’ and in such circumstances ‘no system of 
financial control could have significantly influenced the 
course of events’. 

Such conclusions are not based upon hindsight. ‘The 
simple truth of the matter is that if the company executives 
had done their homework on the contract and its terms, 
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the massive risks involved would have been self-evident. 
As the inspectors remark, there was the failure to “consider 
the risks inherent in the Lockheed contract in relation to 
the net worth of the business . . . nor are we satisfied that the 
board considered the susceptibility of this type of project 
to crippling overspending, or the implications of failure 
in the task'. Even if the company had believed that if the 
worst came to the worst the government of the day would 
come to its assistance, then the least that should have been 
done was to make some soundings as to the justice of making 
any such assumption. 

It would be foolish to see the Rolls-Royce experience 
solely in terms of the paramount importance of effective 
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control of costs and the need for financial control. There 
are other much more important issues. Given that the costs 
of many of the new technological advances are high, and 
often difficult to control, is there a case for the provision 
of Government assistance? If there is, then what limits 
should be imposed? Can the country really afford to let such 
costs escalate at the taxpayer's expense, as with the 
Concorde project? 

The only certain conclusion to be drawn from the Rolls- 
Royce affair is that the shareholders lost their shirts and the 
taxpayers footed the bill elsewhere. It remains to be seen just 
what has been gained, if anything, from this classic textbook 
illustration of lax management. 





International Accounting 
Standards Secretariat 


HE International Accounting 

Standards Committee (IASC) was 
formally constituted in London on 
June 29th (The Accountant, July sth) 
and its secretariat is now operating 
from temporary accommodation at 
Moorgate Place. Permanent offices 
for the IASC are being prepared at 
St Helen's Place, Bishopsgate, London. 

The Secretary of the committee is 
Mr Paul Rosenfield, c.p.a., who has 
been seconded by the American In- 
stitute of Certified Public Accountants. 
A member of the American Institute's 
research staff, Mr Rosenfield was 
formerly in the Chicago office of 
Price Waterhouse & Co. 

Assistant Secretary of the IASC 
is Mr Richard Simmons, 4.c.4., who 
has been seconded by Arthur 


Andersen & Co, London, with whom 
he served his articles before quali- 
fying in 1971. He is a graduate of 
the London School of Economics, 
and since qualifying he has also spent 
a year studying and teaching at the 
Graduate School of Business Ad- 
ministration, University of California, 
Berkeley. 

The task of the IASC - which 
comprises representatives of account- 
ancy bodies in Australia, Canada, 
France, Germany, Japan, Mexico, 
The Netherlands, the UK and Ireland 
and the USA - is to formulate and 
publish basic standards to be ob- 
served in the presentation of audited 
accounts and financial statements and 
to promote their world-wide accept- 
ance. 


In-company Management Training 


HE Association of Certified Ac- 
countants has announced that its 
‘Training Division, besides organizing 
management and post-qualification ac- 
countancy courses and seminars, now 
provides an in-company management 
training service for organizations such 
as employers’ associations, profes- 
sional societies, training groups and 
boards, designed specially to meet the 
identified needs of those concerned. 
In-company courses may be run on- 
site for clients, or at some other con- 
venient venue. Each course is directed 
by a tutor with particular knowledge 
and interest in the subject-matter, with 


other lecturers drawn from the wide 
range of backgrounds and disciplines, 
with considerable experience in 
management, education and training. 
While, in some cases, a standard course 
may be 'tailored' to suit particular 
circumstances, in others it may be 
necessary to design special courses. 
The cost of courses is determined by 
the amount of preparation required, 
the number and duration of courses to 
be presented and the travel and ac- 
commodation expenses involved. The 
Association's Head of Training, it is 
stated, will welcome the opportunity 
of advising on training requirements. 


Employment Agencies 
to be Controlled 


TANDARDS of service which 

private employment agencies 
should provide for both employer 
and employee clients will become 
mandatory under the Employment 
Agencies Act, which received the 
Royal Assent recently. Regulations 
are to be made by the Secretary of 
State for Employment. 

The Act, when it comes into force, 
will also require private employment 
agencies, whether dealing with per- 
manent or temporary placings, to 
obtain a licence from their local 
licensing authority. 

A licence may be revoked where the 
holder fails to comply with the 
standards laid down in the regulations. 
There is provision for fines of up to 
£400 for breaches of the regulations, 
and for an appeals procedure. 


Export Credits 


ITH Britain's entry into the 
EEC the Export Credits Guar- 
antee Department has sought to 
improve its marketing organization, 
and to strengthen its regional offices, 
while at the same time reducing their 
number. During the financial year 
1972—73, new business undertaken by 
the ECGD increased by some 4 per 
cent to £4,000 million. At March 
31st, 1973, its maximum liabilities 
totalled £5,876 million, which may be 
compared with the total of British 
exports in 1972 of £9,746 million, thus 
underlining the department's involve- 
ment in the national export drive. 
Total premium income in 1972-73 
of £24:7 million was only £2-5 million 


August 9th, 1973 


above the previous year's figure. 
Recoveries, however, fell away sharply 
from £25:3 million to £8-8 million. 
Taking the two accounts together, and 
after taking credit for the interest on 
the department's cumulative balance of 
Í159 million, the ECGD was just in 
balance for the year. 


Stock Exchange 
Examinations 


HE examinations of The Stock 

Exchange are now open to persons 
other than those employed by member 
firms. Announcing this last week, 
The Stock Exchange Council stated 
that it has been decided to permit 
persons not employed by member 
firms to sit for the examination where 
it is considered that they have genuine 
reasons for doing so. In each case the 
application to sit the examination must 
be sponsored by a member firm 
though the firm need not have personal 
knowledge of the candidate. Approval 
will normally be granted where the 
candidate is in employment allied to 
stockbroking. . 

Such candidates will be required to 
take the whole examination and will 
not be granted exemption from any 
paper, unless it is established to the 
Council's satisfaction that he or she is 
contemplating entering the employ- 
ment of a member firm. 

Those who have passed the ex- 
amination, and who subsequently join 
a firm will not be eligible for election 
to membership of The Stock Exchange 
until they have complied with all 
the requirements relating to member- 


ship. 


Towards European 
Accounting Standards 


GREEMENT on accounting stan- 

dards on a European basis was 
brought a stage nearer in Edinburgh 
last week. The occasion was a meeting 
on Thursday of the Executive Com- 
mittee of the UEC (Union Européenne 
des Experts Comptables Economiques 
et Financiers) which received a report 
on progres made by the UEC's 
recently formed Committee on Ac- 
counting Recommendations, and of 
the plans for its close co-operation 
with the newly-established  Inter- 
national Accounting Standards Com- 


THE 


ACCOUNTANT 


mittee (The Accountant, July sth). 
Present at the meeting, with repre- 
sentatives from Belgium, France, Ger- 
many, Italy the Netherlands and 
Sweden, besides England and Scot- 
land, was Mr A. F. Tempelaar, the 
Dutch President of the UEC, who 
said it was important that the European 
countries should attempt to reach 
agreement on accounting standards so 
that the formulation of world-wide 
standards, when they came to be 
discussed, would not be prejudiced. 
“In multi-national organizations such 
as UEC’, Mr Tempelaar continued, 
'there are many differences in profes- 
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sional and educational levels, and in 
addition the circumstances in which 
the activities have to be performed 
differ considerably — differences, for 
example, between those who operate in 
a liberal accounting context and those 
who are operating against the back- 
ground of a more dirigiste approach of 
governmental control. 

‘It is a great advantage that in spite 
of those differences the UEC provides 
a forum for accountants from all 
over Europe to air their views, ob- 
serve their differences, and — hope- 
fully — to reach a compromise that is 
acceptable to most.’ 


UEC Secretary-General, /eft, with Dr E. Pougin, Vice-President of UEC, 


Mr A. F. Tempelaar, President, Mr C. H. Witt, Vice-President, and Mr G. C. Patterson, Scotland's 
representative on the Executive Committee, pictured at the headquarters of The Institute of 
Chartered Accountants of Scotland, in Edinburgh. 





Relaxing at the George Hotel. Dr W. Dieterich, /eft, with Mr J. F. Shearer, O.B.E., F.C.A., 


London, Mr E.H.V. McDougall, Secretary of the Scottish Institute, and Mr P. Carrel, 
Secretary, Overseas Relations Committee of the English Institute. 
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Accounting Guide for 
US Finance Companies 


T finance companies in the 
United States may have to change 
their accounting and financial report- 
ing practices under new standards 
issued by the American Institute of 
Certified Public Accountants. 

In general, the new guide — which 
covers 13 key changes in accounting 
practices from those hitherto widely 
used by commercial finance and loan 
companies — recommends methods 
for recognizing deferred finance in- 
come, changes the treatment of certain 
costs, and requires additional dis- 
closure in financial statements. 

The guide calls for the use of a 
combination of the effective yield and 
pro rata methods in recognizing in- 
come earned on discount-basis finance 
receivables — that is, the difference 
between a note's face value and the 
cash lent on it. Under the combination 
method, operating costs are matched 
with revenue on a pro rata basis, 
costs of borrowed funds are matched 
on an effective yield basis, and 


acquisition costs are accounted for 
at the time the loan is made. 
Consolidated financial statements 
are required for subsidiary insurance 
companies whenever most of the 
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BCS elects New President. Mr Ray 
Barrington, F.C.A.. F.C.MA.,  F.L.M.C., 
F.B.C.S., has been elected President of the 
British Computer Society for 1973-74: his 
presidency starts on October 3rd. 

A partner in the management consultancy 
firm of Peat, Marwick, Mitchell & Co, of 
London, Mr Barrington joined the British 
Computer Society in 1958, and is a former 
treasurer of the Society. He is a past chair- 
man of the BCS's Manchester Branch, 
chairman of the General Purposes Committee, 
and a member of the Society's Council. 
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insurance revenue comes from the 
related finance company's customers. 
Among the new disclosure policies 
are requirements that interests and 
fees from finance receivables, insur- 
ance premiums and commissions and 
other revenues such as investment 
income be shown separately in the 
income statement. 

The new rules are stated to come 
into effect on January rst next, but it 
is expected that many companies will 
institute them earlier. 


Manpower Services 


TER Employment and Training Bill 
which recently received the Royal 
Assent provides for the creation of a 
new independent Manpower Services 
Commission, a ten-member body re- 
presenting trade union, employer and 
local authority interests which is to 
start work at the beginning of 1974. 
Its functions will be to run the public 
employment and training services and 
co-ordinate industrial training as a 
whole. 

The Commission will take over 
many of the present functions of the 
Secretary of State for Employment in 
relation to industrial training boards, 
and will have two executive arms — the 
Employment Service Agency and the 
lraining Services Agency — both at 
present within the Department of 
Employment. They will now become 
statutory bodies in their own right. 

The Employment Service Agency 
will be responsible, on behalf of the 
Commission, for employment offices, 
for professional and executive recruit- 
ment, facilitating the movement of 
workers to new jobs, and for providing 
services for disabled workers. The 
Training Services Agency will be 
concerned on behalf of the MSC to 
co-ordinate the work of the industrial 
training boards and to promote training 
in areas not already covered by those 
boards. 

With the re-organization of local 
government during 1974-75, the new 
local authorities will be required under 
the Act to provide a careers service. 


Professional Classes Aid 
Council 


HE 1972-73 report of the Profes- 
sional Classes Aid Council — which 
includes representatives of The Insti- 
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Mr Peter Godfrey, F.C.A., one of the DTI 
inspectors appointed to report on the causes 
of the bankruptcy of Rolls-Royce Ltd. 
The 450-page report is the subject of a 
leading article on other pages in this issue. 
Mr Godfrey is a partner in Whinney 
Murray & Co, Chartered Accountants. 


tute of Chartered Accountants in 
England and Wales, The Association 
of Certified Accountants and The 
Institute of Chartered Secretaries and 
Administrators — shows a total of 
£31,356 disbursed in relief during the 
year. This, it is pointed out, bears 
little relation to the large volume of 
advisory and welfare work that is also 
undertaken by the Council, and the 
efforts that are made to ensure the 
maximum help from statutory and 
other relevant funds. 


Open University 
EEC Course 


ARTE home study course for 
£10 - described as ‘the cheapest 
the Open University has ever put on’ — 
is being offered on the theme of the 
European Economic Community, and 
is designed to occupy some ten hours 
of study weekly over an eight-week 
period. 

Following consultations with repre- 
sentatives of industry, commerce and 
the professions, the course is angled 
towards the interests of middle 
management who need at least a back- 
ground knowledge of the European 
Communities. 

The form of the course includes 
weekly correspondence texts, four 
television and eight VHF radio pro- 
grammes, self-assessment exercises, 
and assignments which will be checked 
by the Open University. 
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Research into 
Management Audit 


TTITUDES of directors and ex- 

ecutives towards management 
audit form one aspect of a research 
project by Mr J. Santocki, B.COM., 
F.C.A., with the support of the City 
of Birmingham Polytechnic and in 
association with the British Institute 
of Management. It is intended to 
investigate the extent to which man- 
agement audit is being applied in the 


UK, and to establish the main reasons 
for resistance to the wider application 
of an apparently sound concept. 
Little information on the effective- 
ness or otherwise of management 
audit is available from UK sources, 
and it is claimed that the present 
research will explore an area which 
has not been comprehensively covered 
hitherto. Following a pilot survey, 
questionnaires will be distributed in 
October to a sample of 1,000 in- 
dividuals representing British indus- 
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trial and commercial organizations, 
and accountants, investment analysts 
and management consultants. 

It is hoped that those receiving the 
questionnaire will co-operate fully 
in its objectives. Meanwhile, any 
readers with practical experience of 
management audit, or who wish to 
express a view, are invited to approach 
Mr Santocki at the Department of 
Business Studies and Finance, City of 
Birmingham Polytechnic, 9-12 Aston 
Street, Birmingham B4 7HA. 





THIS IS MY LIFE 


Sink or Swim 


by An Industrious Accountant 


UR fat departmental accountant slumped limply 

into a chair and waffled helplessly. What was he to do — 
what in heaven's name was he to do? His job had vanished, 
nobody wanted him, he was ruined. 

And for once he wasn't bluffing. He dabbed his trembling 
lips with his handkerchief and waited for the verdict. 

He was an unfortunate victim of progress — though 
he could have been a victor if he'd fought his corner. 
True, his job had become something of an anachronism. 
He was appointed as the vital link between our punch- 
card section which produced the sales/debtors statistics, and 
the directors, salesmen and accountants, all hungry for 
figures. He was meant to survey the statistics, comment 
promptly on highlights, and generally make a nuisance 
of himself until discrepancies had been remedied. 

But what with squabbling with the punch-card super- 
visor, being slow with his comments and sluggish in 
evaluating key figures, he missed the boat. The sales 
manager had arranged to get his own copies direct from 
punch cards and went direct to the managing director to 
discuss them. Accounts had already had our figures posted 
and circulated when the D/A arrived with his “hot news'. 
So he had become virtually superfluous. 

I was rather sorry that his role had vanished, as it 
marked the end of the old fashioned principle that it was 
the accountant who reported the figures to the board. 
Cash flow and tax, yes; outstanding accounts, generally; 
turnover, no. The latter these days was the salesmen's 
job; they knew the background of budget under-runs or 
excess profit on autumn sales; they needed no interpreter. 

We bowed out gracefully. Our financial mystique was 
required now at balance sheet level, in switching reserves, 
or manipulating minority interests, or tax equalisation 
reserves. I had saved the D/A's bacon once recently by 
allocating to him a special in-depth study of the company's 


pension scheme in the light of the new social security 
legislation, that being a tricky matter needing sophisticated 
analysis. 

But the clot wasn't sophisticated enough. Years of 
laziness had blunted his edge. He wasn't the Ulysses type — 
a grey spirit yearning with desire to follow knowledge 
like a sinking star. His report was superficial and inadequate, 
and he pretty well collapsed under questioning. 

Seeing my own piled desk I lost patience. Before me lay 
copies of the ASSC exposure drafts 11 and 12, on deferred 
taxation and the imputation system, which so far I had 
only hastily scanned and far from fully followed. I shoved 
them over to him and indicated he should digest them and 
come back next week with an explanatory presentation to 
the department. 

He blenched. He wasn’t a tax expert, he bleated. It 
was his last chance, I said, though my conscience pricked 
me. Now it’s up to him to avoid redundancy. 
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Whither Professional 


Unity? 


by A. W. NELSON, F.C.C.A. 


The comments of Mr Nelson on unification of the profession at 
the Certified Accountant Students' Oxford Course, reported in 
"Student Roundabout' on April 19th, prompted a lively exchange of 
correspondence in subsequent issues and we invited Mr Nelson to 


amplify his previously expressed views. 


HERE are in Britain a number of bodies of accountants 

great and small, but only four bodies are fully recog- 
nized in law as qualified to carry out the audit function. 
There is in addition one further body enjoying limited 
recognition in connection with the public service, which 
is nevertheless of the highest standing, and one body — 
equally of the highest standing — which is not so recognized, 
and which does not aspire to recognition, being content 
to confine itself to the management and costing functions 
of accounting. 

This degree of division is peculiar to the British Isles, and 
indeed in the vast majority of other countries there is only 
one body of accountants. In those countries where this does 
not obtain there are normally no more than two. 

This fact alone should give us cause to inquire closely 
into the reasons for the divisions in Britain and to question 
whether they can be justified. 'l'oday, however, there are 
other reasons of more pressing urgency. Britain is today 
part of the European Community and subject to its edicts. 
These edicts emerge from the Commission in Brussels in 
the form of directives designed to harmonize national laws 
in those areas where it is deemed necessary to avoid 
economic and social distortion. Two of these areas, those 
of corporation law and taxation law, are of paramount im- 
portance to accountants, and it is vital that the views of the 
profession in Britain be made to have the maximum impact 
upon the drafting of directives bearing upon these two fields. 


Acceptable standards 


Additionally, the- increasingly international nature of 
business is making it ever more important to develop 


. standards of financial reporting, which are accepted and 


enforced in all advanced countries. It is essential that 
shareholders and managers should be able to make com- 
parisons and base judgments upon data which are not 
merely reliable, but which conform to known and high 
standards. In this area, too, Britain has much to offer, 
perhaps more than anyone else. It must, however, be 
obvious that unless we speak with one voice, and unless that 
voice is known to speak with the full knowledge and 
support of the entire profession in Britain, its authority 
must inevitably be greatly weakened, and with it the 
authority and standing of the entire profession. 

There can be no doubt at the present time that the exist- 
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ing divisions in Britain are just not understood by her new 
European partners. Moreover attempts to explain them in 
terms of the different methods of training adopted by the 
various bodies are quite fruitless, for in Europe most 
accountancy training is based upon academic attainment, 
and practical training is obtained quite separately. The 
articles system is not used — nor is Europe alone in this; 
there are no articles in America either. Practical training 
is, of course, almost always necessary, though it would be 
possible to produce examples where it was not; but a rigid 
system of articles is unknown in most other countries. 

Numerous explanations have been advanced for the 
rejection of the 1968 integration plan, but it seems unlikely 
that any one reason can be adduced for this catastrophe. 
Indeed, the manner in which the scheme was managed 
seemed almost calculated to unite its enemies in their 
opposition, and some very strange bedfellows were to be 
found in those ranks of Tuscany. It is, however, suggested 
that the reasons fall broadly into the following five 
categories: 

(1) A belief that only through training under articles in 
the office of a practising accountant can adequate 
experience be gained. 

(ii) A belief that so-called “financial accountants’ had 
little or nothing in common with industrial ac- 
countants or local government accountants. 

(ii) A dislike of the proposed three-stream training 
scheme. 

(iv) A belief that only through training in a practising 
office can the essential qualities of independence and 
objectivity be fostered. 

(v) Sheer snobbery combined with a ‘dog-in-the- 
manger’ determination not to share the prestige of 
the Institutes of Chartered Accountants with anyone 
else. 

It is intended briefly to discuss these various objections 
hereunder, since it seems vitally necessary to the future of 
the profession in Britain that they be understood and where 
possible dispelled. 

Is it indeed true that only articled service provides an 
adequate training? It is certainly true that training of this 
type can be highly satisfactory. It is equally true, however, 
that the quality of the training available to the articled clerk 
is entirely dependent upon the nature and quality of the 
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practice in d it is obtained. A firm sis a large insol- 
vency practice, for example, will provide a very different 


sort of practical experience from that which will be ob- 


tained. in an office with a large practice in public company 
audits. The firm with an international practice will offer a 
very different - not necessarily better — training ground 
from that offered by a firm based on a provincial city with 
a large farming community. 


Guarantee of Continuity . 


How is it possible to maintain that training under articles 
provides a uniform training, still less a better training, than 
any other system? It does not, and it never has. Indeed, the 
only thing common to the various types of articled training 
available is the articles themselves, This leads to the 
question — is it the articles that provide the attraction? 
‘It is. certainly true that articles provide the employer. with 
some sort of guarantee of continuity. This is certainly a 
fact of importance and should not be overlooked in any 
- future plan for unification, but when weighed in the balance 
against the cogent reasons for unity adduced in the earlier 
paragraphs of this article, it is surely little more than pitiful. 
No reference has been made to the possibility of training 

. in a practising office but without the formality of articles. 
No doubt there are firms where the existence or otherwise 
of articles makes some difference in training. Indeed, today, 
with a greater consciousness of the desirability of organized 
training patterns, distinctions of this sort may sometimes be 


more noticeable than in the past. By and large, however, 


it is suggested that the existence of articles does no more 
than comply with the necessary formalities required for 
‘admission to the Institutes of Chartered Accountants. | 
In other respects firms are swayed much more by the 
practical.need to make the best use of available staff, and 
training is provided accordingly. This is very clearly seen 
in the case of some large firms recruiting and training staff 
overseas where the systern of articled service does not 


extend, and where the present system, imperfect i it 


is, fulfils a real need. 


Is it true that financial and industrial accountants are 
poles apart? Again, it is possible to look abroad and to see 


that no such distinction is generally made elsewhere. In : 


Germany, for example, the accountant in practice must 
leave his institute if he decides to go'into industry — though 
he may rejoin if he returns to public practice. In Holland, 
, the President. of the NIVRA recently was an industrial 
accountant. 

Is it not rather the case that public practice, industry, 
commerce, local government, public service, and the many 
variations within these areas, are merely spheres in which 
- the accountant can exercise the skills which he has obtained? 
If this is true, is it not a fact that the statutory auditor 
has more in common with the internal auditor than with 
the manager of his own tax department? Has not the latter, 
moreover, a greater community of interest with the group 
taxation manager? Is not a managing. partner in much the 
same position as, say, a group chief accountant? And has 
not the partner in charge of management consultancy ser- 
vices à good deal in common with the management ac- 
- countant in a commercial or industrial company? 

Accountancy training has merely provided each man with 
a knowledge of the tools of his trade, and it is presumptuous 
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of anyone to claim. some adde superiority over the 


others. Moreover, an insistence on the fact that because each 


does a different job he should necessarily belong to. a 


different professional organization, seems uncommonly 


like an assertion that people who like different food should * * 


never stay in the same hotel. Surely this reason, too, is very 

inadequate as a reason for rejection of any form of unity. 
The dislike of the three-stream training scheme was 

perhaps the most valid of all the objections advanced. Other 


efforts have been made to evolve systems of training for | 
accountants embracing specialized academic work. All have ` 


been found upon examination to offer the most formidable 
obstacles. If accountancy training is in future to offer an 
opening into any of the areas in which accountants work, 
it is difficult to see how one can defend undue specializa- 
tion prior to qualification. This, however, is not a reason for 


not unifying the profession. Indeed, it provides a very good ` 


reason for unification in one form or another. 


There can be no doubt that the present divisions are 


exceedingly wasteful in terms of educational resources, 


and the maximum of commonalty as between syllabuses 1s - 


highly desirable. If, however, there is to be a system of 


common syllabuses, surely any real reason to maintain the 


existing divisions disappears. The corollary is also true. 
Common syllabuses can ultimately only be achieved 
through unity. In devising any futüre plan for unification, 
therefore, the architects will do well to keep all these educa- 


tional factors well in mind; equally, they should not try 


to establish every detail i in advance. 


Independence and objectivity 


Turning now to the fourth objection, it should be very 
seriously questioned whether independence and objectivity 
flow from training in a professional office, and whether they 
are peculiar to that training. It is perhaps pertinent to draw 
attention to the fact that many other countries have 
proceeded on the basis that these qualities are not the result 


of such training though this may bring the riposte that 


often British standards are higher than theirs. However, 
what do we mean when we speak of these qualities? 
We mean the ability to reach judgements uninfluenced 


by extraneous circumstances; an ability to maintain and | 
defend those judgements whatever the personal pressures. 


to which we may be subjected. If this is so, we are discuss- 


ing- ‘qualities of character and not of professional judge- ` 


ment. We are considering the extent of the strain to which a 
professional opinion may be subjected withoùt distortion. 


We are, in short, considering certain aspects of honesty. - 


Honesty, however, is not something taught to a malleable 


young articled clerk by a stern and inflexible professional , : 
father. Certainly, its importance may be emphasized by a |. 
principal; but this emphasis can also be, and undoubtedly : 
is, frequently given in industry and commerce where in- | 


dependence and objectivity are not entirely lacking and 
are certainly valued. Moreover, unfortunate though it 
may be, all practising accountants are not the stern in- 
flexible .father figures which this vision would seem to 
imply. In the writer's submission these qualities of honour 
are learnt in the home, from parents, from family back- 
grounds, and from school. Thus, important though these 
qualities are, it is suggested that training in a professional 
office is little more than an irrelevance in their development. 
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_ The fifth objection, namely, snobbery and a dog-in-the- 
manger determination to hang on to a desirable description 
against all comers, is too discreditable to justify analysis as 
a valid objection. That it exists cannot be doubted; but 
perhaps all that one can do is to ask those who are so narrow- 
minded, whether their profession has given them so little 
that they, are unable to' assess its needs and place them 
before their own petty desires. Or perhaps they have not 
realized that more than one form of unity may.be possible. 

What is needed in a unified profession today? It is 
submitted that we need a system in which accountants can 
receive an academic training to a level which compares 
fairly — indeed favourably — with any such training in the 
world. We need a system which enables a person to obtain 
practical training in any area in which accountants work, 
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but which ensures that to practise as a public accountant a 
person must have obtained adequate experience in this 
area. We need, moreover, a system in which those so 
trained enjoy parity of esteem and a common description. 
Finally, we need in the profession a form of organization 
which will enable it to act as a unit. 

Within this general framework it matters very little 
whether there is one body or more than one, and perhaps 
as an interim measure some form of federal structure may 
be devised. Later, it may be, the advantages of having one 
body will prove decisive. If, however, a federal structure 
is seen by some to be the best answer, we should certainly 
not refuse to examine it merely because others believe in 
total integration. What must surely be obvious is that the 
present divisions cannot continue. 


Purchasing Role in Cost Reduction 


E EG: purchasinz function and its contribution to profit 
improvement through cost control is probably one of 
the last specialist activities to be investigated and integrated 
into total management planning. While many other de- 
partments contribute to cost reduction, it should form an 
essential part of the buyer's ongoing responsibilities and be 
considered not merely from the narrow point of view of 
reducing invoiced costs to the firm, but also in the more 
effective management of raw material and other in- 
ventories and the use of such techniques as value analysis. 

Some of the problems and possible courses of action are 
outlined in an ar-icle by Mr G. E. Powell entitled ‘Cost 
Reduction ‘Techniques’ which appeared in the May 1973 
issue of the Purchasing Journal. The size of the problem is 
. emphasized by che estimated £8,000-£9,000 millions 
currently tied up in raw material inventoriés alone. 
Government statistics indicate that the US is 100 per cent 
more effective in managing raw material inventories than 
the UK, and our main European competitors jo per cent 
better. 

A. first step In rnanagement' s commitment to improving 
performance is an understanding of how funds locked up 
in inventories, and the cost of servicing that funding, 
affect profitability. High stock levels slow down the turn- 
over of capital and the cost of holding stocks reduces 
profit margins, both of which reduce the return on capital 
employed. Withir. this overall framework of size of in- 
ventories, management must-also make detailed decisions 
- on make or buy, value analysis, and in assessing the 
relative capabilities of individual suppliers. 


Make or buy 


The decision to make or buy is based upon.a number of 
different elements. These are: 


. Quality 
Quantity 
Cost 
Service. 


Quality. Quality is of prime consideration in any make or 
buy decision. In some cases, making within the firm is seen 
as a way of monitoring suppliers! performance as an 
aid in negotiating situation; in others, there is an un- 
wilingness by suppliers to make to the specifications 
quoted, and management is pressed to approve internal 


_ manufacture on the basis of the incapacity of suppliers to 


meet requirements. This is an attitude that should be 


' questioned, and in particular it should be established: 


. (a) Why no supplier is willing to produce the required quality. 
Normally suppliers can provide goods, given assurances 
of continuity of production. Unwillingness to do so may 
indicate that a further study of the firm's own tech- 
nological and economic appraisal of in-house production 
is needed. 


(b) Whether the quality specified is really necessary. Frequently 
the technological specification is in excess of the real 
commercial requirements of the project. 

(c) Whether the absence of suppliers from the market is a tem- 
porary phenomenon. Novelty may initially deter suppliers, 


but this is unlikely to persist when the product becomes 
established. 


(d) Whether the in-house facilities are adequate. Once a 


decision has been made to make rather than buy, it can be 
difficult to reverse that decision. 


-— 


` Quantity. The main economic.considerations are volume, 
overtime and aspects of scale where costly tooling is 
involved. Quantity must always be considered in relation to 
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time and, if feasible, inventories and order quantities up- 
graded to make production runs viable. Where a supplier 
already has expensive tooling capable of meeting all likely 
demands including one’s own, it would not make economic 


sense to duplicate the investment except in exceptional: 


Cases. 


Cost. The cost differential is only one of the variables in ` 


the decision, but frequently judgements are based upon the 
cost differential alone by making assumptions that all the 
other factors are equal. Further problems may arise from an 
inherent bias towards under-estimating costs for in-house 
production, and the level of plant utilization. In the latter 
case the make decision depends upon the degree of under- 
utilization and the implications for flexibility in extending 
the volume of existing products that the decision would 
entail. - 


Service. Service includes a wide variety of intangible 
factors which increase the satisfaction of the buyer. 
Reliability of supply is an important element in this. 
Internal manufacture is usually more reliable than outside 
supply and may have indirect benefits such as better 
relations with employees through assuring them regular 
employment. Where the firm buys in a number of items, 
the decision to make one of them can cause suppliers to 
: question whether this process will be repeated for the other 
items they supply and as a result they may become less 
interested in supplying the firm in the future. 

-Flexibility must also be considered from a number of 


points of view. Outside purchasers can be changed easily. 


but the commitment of funds to make in-house may not; 
design changes may be more easily implemented in one 
situation rather than the other; and one must consider 
monopoly and patent protection enioyed by the supplier. 


Value analysis. 


Materials are purchased for their functional value, and 
management is concerned with meeting that functional . 
requirement at lowest cost. In the opening stages of a new 
product, this might be difficult because of lack of time and 
uncertain knowledge. As it becomes established it should 
be subjected to review in order to determine what -cost 
reductions are possible. Three ways of tackling the problem 
are: | 


(a) Functional. One starts with an analysis of the function an 
item is expected to fulfil rather than the physical item 
itself and from there proceeds to examine alternative 
methods of meeting that need and the relative costs of 
each. 'The functional characteristics may be primary 
functions which contribute basic values to the customer, 
and secondary functions which do not. Total cost values 
cari be assigned to each primary function and compared 
with other known costs of providing that function. 


(b) Costs. This accepts the basic design concept and seeks 
ways of reducing costs in the manufacturing process. 
"Actual, and estimated data on a ‘reasonably efficient 
producer” basis are required in sufficient detail and 
accuracy to permit meaningful comparison. Às much of the 
overheads as possible should be treated on a direct basis 
and the effects of volume and load distribution examined. 
Costs should be reviewed not only on a “per unit” basis 
but also in terms of. total value over time. 


~~ 
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(c) Commercial. Cost reduction 1 in this case is to be effected 
through varying the- way in which materials are pur- 
chased. Examples are varying order frequencies to provide 
economic order quantities; rearranging the contractual 
basis; and comparison with cost estimates. 


Check Points. Mr Powell outlines ten check-points that 
the buyer should consider: , 


'. (x) Does it contribute value? 


(2) Is its cost proportional to its usefulness? 

(3) Does it need all its features? 

(4) Is there anything that meets the need better: 

(5) Can the need be met by a lower cost part? 

(6) Is there a standard part that could be used? 

(7) Is the tooling appropriate to the quantities required? 


(8) Do materials, reasonable labour, overheads and profit 
equal cost? 


(q) Will another dbpcndabie supplier provide it at lower 
cost? 


(10) Is anyone else buying it for less? 


Supplier capability analysis 


. This is a process of setting out the good and bad aspects 


of specific suppliers to provide a basis for grading them in 
some form of rating index. In respect of each supplier 
management must consider: | 


Technical and engineering competence including design and 
development engineers, production engineering, and quality. 


Capacity in physical terms of plant, equipment, etc. | 

Financial capability including whether the cash flow and 
equity base are capable of financing working requirements and. ` 
the ability to raise new capital. 

Management — covering the ability to plan, organize, and 
control. 


To these qualitative judgements are added quantitative 
judgements about how the firm's total costs of material 
acquisition and use are affected by individual suppliers, e.g. : 


Price 


Quality performance — the measurement of the effect on the 
buyer's costs of defect prevention and correction. i 
Delivery performance — the buyer’s costs of following, up 
orders, order chasing, lost sales through supply failure, etc. 

Service performance. Some suppliers give more than the 
bare’ bones of the contract provide, such, as assistance in , 
emergencies, product leadership, etc., which, although . 
difficult to quantify should, nevertheless be included in the 
overall judgement of that firm. | 


Conclusions 


A necessary part of each buyér’s activities is a continuing’ 
appraisal of products and suppliers with a view to reducing 
the costs of meeting given performance requirements, 
This appraisal should cover aspects to make or buy, value 
analysis of. products, and a knowledge of suppliers capa- 
bilities. There is no easy package for cost reduction, but it 
will depend upon a co-ordinated programme for the 
managers concerned. : 
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Phases of the 
Summer Sun 
From Our New York Correspondent 


(7 MU E Nixon reversed his earlier devotion 

to free-economy doctrines on August 15th, 1971, and 
introduced his first. price freeze, the general reaction was 
that anti-inflaticnary shock treatment was needed and might 
be effective. Ir the intervening two years, the cost-of- 
living index has risen by some ten points and wholesale 
food prices are now 35 per cent higher than a year ago. 
Before the situation spins out of control; the President 


has again seized the bull by the horns. in üpnouncng 


Phase Four. 

As in earlier phases, the new programme. proclaimed 3 in 
mid-July, and tc take effect on August 12th, will depend 
on the Internal Revenue Service (under the general guid- 
ance of the Cost of Living Council) for enforcement. The 
number of officizls responsible for the control system will 
again be raised, this time to an estimated total of 4,500. 


Reporting problems  . > x 


No estimate is given of the number of professional 
people already fully or partly engaged in complying with 
the system. But rzporting alone has become a major task. 


Price plans will have to be filed with the Cost of Living. 


Council by the -,300 firms with sales exceeding $100 
million annually; quarterly price reports will be required 
of firms with over $50 million in turnover; and annual 
reports of smaller companies. 


Possibly the trickiest problems will be ee faced by: 


financial advisers to the smallest companies. If employing 
60 people or less, they will not have to report’ price in- 
creases — and may be tempted to exploit their advantage 
by raising prices above the norm allowed to their larger 
competitors. As before, this norm is based on an exact 
matching of price increases with cost increases, with profit 
margins tied to the best two of a company’s last five years 
. of trading. 

Other exceptions, and therefore new and complex pro- 


fessional choices, ars likely to multiply under a programme ` 


that is advertised as more flexible than its predecessors. 
. Exemptions have already been granted for coal, lumber and 
plywood prices. Price ceilings will be imposed on petrol, 
heating oil and other types of petroleum; but the base date 
. will be moved up to May 15th this year, and increases to 
compensate for higher prices for domestic or imported oil 
will be permitted. 
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The biggest exceptions will be for foods. The freezing 
of food prices at a time when primary farm prices were 
free to find their economic levels caused such anomalies ' 
as the smothering of baby chickens because the grower 
could not afforc to buy food for them; and the cut-back of 
soya bean and other agricultural exports despite the urgent - 
need for larger foreign-exchange earnings to help in over- 
coming the weakness of the dollar. In recognition of the 
growing absurdity of rigorous price controls at a time of 
high demand, tbe price freeze on foods was ended a month, 


. before it was dus to expire — but again, with exception of 


beef for a predorainantly meat-eating electorate. 
The other arm of the anti-inflationary campaign — 
control over wages — will remain as weak under Phase 


“Four as in the earlier phases. The guideline will remain at 


5:5 per cent annually for pay increases, together with o'7 
per cent annually for fringe benefits. But new demands, 
such as complicazed health provisions and retroactive. pay 
increases, seem to bear little relation to these norms. ` 
Months ago, a high-ranking Administration figure (now 
departed, like others of the Watergate guard) indicated that 
attempts to control wages were not going to be allowed to 
risk a confrontaticn with the unions. 


Fiscal policies : 

Similar caution is being shown in handling tax rates. 
President Nixon has at length concluded that his effort 
to out-phase inflation in a succession of summer surprises. 
must be backed up by an attack on the fiscal front. But he 
is not PEDIS to break his election promise of no tax 
increases. : 

Instead, the President has abandoned his earlier faith 
in the full-employment budget, which would have justified 
a deficit equivalen: to some £5,000 million during the 
fiscal year ending next June. The new. philosophy calls for 
cutbacks in government employment and further cuts in 
social services in the hope of bringing the budget into 
balance — as an accountant rather than an economist would 
understand that word. ! 

Buffeted by these various reversals of policy, the Internal 
Revenue Service is "acing difficult times. Its problems are 
compounded by charges that, as part.of the Watergate 
conspiracy, it. was induced to use tax audits as a way of 
harassing opponents of the Nixon Administration. In. 
addition to -an inside investigation, the charges are being 
studied by the Congressional Joint Committee on Internal 
Revenue Taxation. 

Mr Donald C. Alexander, the Sinan tax lawyer 
who was appointed Commissioner earlier this year, has 
stressed that his maia concern will be to maintain public 
confidence in the Internal Revenue Service and to keep it 
out of politics. But he has also announced a number of. 
constructive, long-term moves. He hopes to cut out some 
of the unnecessary work at present performed by the 
Service, so as to perrrit an increase in the efficiency of tax 
auditing; and he plans to make greater use of his advisory 
group, with more expression for the points of view of 
consumer (and perhaps accountancy?) representatives. 
Although these are laudable objectives, it seems too early 
to expect that the Service will be allowed to forget the past 
and focus on the future. 


E J ve - K r " ^ E * 
AE md .- zt CTI MT 
ES - à - am 


E 


` - August 9th, 1973 . 


SET 
CLAI 


Selective 
Employment Tax 
ended on 1 April 1973 


If your company or clients are registered 
for refund their claims must reach the 
` appropriate department not later than 
30 September 1973. (Or within 3 months of 
the date of the notification of registration, 
~ whichever is later.) 


^ So there is little time to lose. Act quickly. 
This is where to claim S.E.T. refund: 


i. Employers registered with the 
Department of Employment for refund of . 
tax, should send claims to the Department 
of Employment, SEP Office, P.O. Box 12, 
East Lane, Runcórn WA7 2DN, Cheshire. 


ii. Employers 1n England and Wales 
registered with the Ministry of 
Agriculture, Fisheries and Food should 
claim refund from the nearest Divisional 
Office of that Ministry. 

ii. Employers in Scotland registered  — 
with the Department of Agriculture and 
Fisheries for Scotland should claim- 
refund from the Scottish Office Computer 
Service (SET), Government Buildings, 
Broomhouse Drive, 

Edinburgh EH11 3XD. 


Don't let your company or clients miss 
their chance of S.E.T. refund. Make sure 
claims are in by 30 September 1973. 


Further details are contained in leaflets 
SEPL1 CA Guide to Employers’) and 
SEPL17 (Final Refunds of S.E.T.?), 
available from any Employment Office 
of the Department of Employment. 
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REFUND. 


NOW 


SPECIAL NOTE 
FOR CHARITIES 
Claim for refund must be made to the Department 


of Employment, SEP Office, P.O. Box 12, East Lane, 


Runcorn, WA7 2DN, Cheshire not later than 2 
30 September 1973. The only claims that may be made 
after that date are those received by the Department 
within 3 months of the date of registration under 
the Charities Act 1960, or in the case of a charity not 
required to'be registered, within 3 months of the 
date of issue of a certificate of charitable status. 

PART-TIME EMPLOYEES, 

DOMESTIC EMPLOYEES, 

EMPLOYEES ABROAD 

OR OVER 65 

Any employer who wishes to Baek refund or 
partial refund of tax from the Department of Health 


. and Social Security for part-time employees, 


employees aged 65 or over, domestic or nursing help . 


 incertain private households, or employees abroad, 


must.obtain claim forms from, and return completed 
claim forms to the Department 
of Health and Social p — ——- 
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Repayments Office, $ of 
Wardpark, ; o 
Cumbernauld, E S e 
Glasgow QU E 
G680DG, 
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than 30 e: 
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x la the begianing - aedini digital computers were ^. 
- .7 used solely for mathematical and statistical work, 

"and so, not unnaturally, the programiming ‘of these 
machines waz carried out by mathematicians. The most 
common application of computers ‘today is in the fleld za 

of commerchi data processing, but the myth that a ~ 


Ro c knowledge cf mathematics or even of electronics. is — 
+. required before one is qualified to become'a program--. 
l mer İs hard of dying: In fact no prellminary qualifica- 
' tions are required for programming except perhaps; a. 
. certain basic common sense. >.: p ete 


| This little book ls intended for accountants; auditors, 

f managers and others who would ilke to find out what. ' id B 
programming is about. The book is not Intended asa ^ — ^ 
‘programmers, manual" but rather.as an introduction - - 
to the concent. of Programming and” Fe Job of Hie ' 

E programmer: 
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Contribution Theory in Practice 


— 


by MICHAEL CLAY M.A., F.I.W.S.P., A.M.B.I.M. 


Many accountants and managers do not believe in the principle of allocating 
- fixed costs to departments and products, and many managers have never 


experienced life under an umbrella of standard costs. 


Contribution is certainly a feasible, although less satisfactory, alternative for 
control purposes despite its dangers for the sales department. There is the 
training school story, still in use, of the sales manager who couldn't 
understand why his company went bankrupt despite the fact that his prices 
enabled a contribution to be earned on every product. 


TE practical difficulties in using contribution as an 
internal control device and for pricing centre on the 
'fact that one realy needs to use the profitability of 
departments and products as the principal criterion of 
success — but one cannot do this unless fixed costs are 
allocated. Without fanning afresh the burned-out contro- 
versy over fixed cost alloca-ion, one can say that the pro- 
ponents of contribution are not averse to using profitability 
data on departments and products, but that they believe the 
* allocations are so arbitrary as to be of little value. What part 


of the managing director’s salary should be allocated to a- 


. product he has never heard of, or to the machine that makes 
the product? 

Contribution as a control device has two principal uses — 
first in pricing, and secondly in strategic and tactical plan- 
ning, in deciding which products to push forward and which 
to pull back. 


Contribution per unit of production 


The simplest application of the second category is a list 
of the contribution per unit of production for all the prod- 


ucts which require manufacturing time in one department. 
A useful presentation is that given in Table I with separa- 
tion of each product into home and export, and data on 
planned or budgetary quantities (in this case tonnes) in 
both areas. The final two columns give the control infor- 


'mation needed on contribution per tonne and total planned 


contribution. 

Erom this table the important products and markets are 
clearly apparent. The loss of all the BEx on the export 
trade would be insignificant. The contribution (or the 
profit) of the department depends heavily on 3 or 4 of the 
12 product/markets AEx (export), AE2 (home and export) ' 
and BE2 (home). One can give some planning priority to 
these to assist in meeting the plans. ! 

It can also be useful to prepare schedules in which 
planned contribution is compared with actual contribution 
on a periodic and accumulative basis as a basis for action 
taking. - 

These contribution variances are, of course, analogous 
with the variances reported under a standard costing 
system. An example is given in Table II. 


TABLE 1 | 
CONTRIBUTION PER TONNE | 





Product Sales plan 
: Code Marxet 
No. HorE Tonnes £/tonne 
AE1 + 
E 
AE2 H 
He 
AE3 H 
E 
BE1 H 
E - 
BE2. H 


[os] 
mi 
Q2 
m .L 





Variable 
cost 
£/tonne 


Contribution 


£/tonne 
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Product 
, code. 


. DAT 
DA2 
DAS3 

- DA4' 

DA5 | 

EAT - 

-EA2 . 

EA3 

EA4 

EA5 


— 


Total 





Total 
variances 


Variable 
. “cost 


+121 
= 17 
— 24. 
gu 








Further. don of the: variable cost variances. is 
possible. , | 


Contribution per hour . 


Although. contribution per unit of production can have its _- 


uses, it can also’ be extremely misleading. Much more 


reliable arè figures for contribution per hour of plant time. : 


Consider two products, A with a contribution per tonne 
of £1o-arid B with a contribution per tonne. of £24. The 


- earlier method would suggest that B is the more desirable. ' 


product. ` 
Suppose further that the production rates for the two 
products A and B are 2 hours per tonne and 12 hours per 


P tonne. Then the contributions per hour (contribution per. 


IO 24 
tonne + hours per tonne) : are = £5 per hour and a 42 


per hour for A and B respectively. In an 8, ooo-hour year, 
product A could earn £40,000. and product B £16,000 
only; thus A. is preferable, the opposite. conclusion to that 
reached using contribution per tonne. 

„The same tipe of display of information is appropriate 


1 


` except that it is beneficial to rank products from any plant 


according to hourly contribution rate. Part of such a ranked 
list is contained in Table MI, based upon the same data as 
Table I. | 

A more comprehensive means of control becomes ávail- 
able as soon as one introduces the concept of time: Assum- 
ing that data is available of standard production rates for 


.:all products, and of the-actual production in any week or 


period, figures for planta utilization can readily be obtained. 

The plant utilization calculation mierely relates the use of 
time to a standard level. It is possible to analyse the lost 
time further (as.in Table IV) and relate each item to loss or 
gain of contribution. The total of the “actual losses (hours) 


-cólumn is taken from the. plant utilization calculation, in 


turn: derived from actuál production tonnages. The details 
of actual losses are taken from plant log sheets and totalled. 
The latter total is balanced to the former Sys an adjustment 
which appears under “rate”, e.g. 3 


- 


Total actual losses’ (ex-utilization calculation) Lo 49 
Total actual losses (ex log sheets) , 32 
‘Rate’ loss... Rule Os S 7 


. TABLE Il : ; 
PLANNED CONTRIBUTION PER HOUR 

















Production ' 
rate 
Hours/Tonne 





^' Market 
HorE 








m 
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Sales plan Contribution 
Hours £/hour 
5 158:0 
1 121-0 
102 54-5 
:12 1 49 7 
170 38:0 
20 37:0 
276 29:5 
8 29.0 
5 27-0 
75 22-7 
10 12:2 
5 4-2 
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TABLE IV E : 
PRODUCTION VARIANCE . 





















- Period......... ——————— 
This week Year to date 
Standard Actual Variance Variance Variance Variance 
losses (hours) | losses (hours) (hours) £ (hours) £ 
Engineering = + 22 4 22 
Yield 7 — T7] — 660 
Rate 4 — 44 — 66 
Waiting — Own plant 2 — 22 — 22 
»  — Cthers m + 33 — 440 
Quality 17 — 99 + 110 
: Change- over 9 + 33 + 66 
Demand . — 341 
—154 1,331 











j , Total hours available 
Total hours produced .. 


Total hours lost 


- The rate loss may be negative, 1.e., could reflect a gain. A 
figure is required for contribution per hour-for the plant or 
department as a whole. This is simply 


Total annual planned contribution (£) (A) 
(B) 

If home and export planned sales are recorded separately, 
then one has a choice of using the total contribution (A) 
above, or the lower of either export or home contribution, 
. divided bv an appropriately reduced number of hours. The 
- argument for the latter is that time losses affect marginal 


sales and that the marginal contribution rate (whether home 
or export) is the one to be used. 


Total hours required to achieve plan 


Transfer pricing 


‘The contribution theory involved in the use of data as 
described is. extremely straightforward. However, when 
relatively small additional problems are introduced, such 
as occur in real applications, the theory takes a eap forward 
into complexity. 

One of the most intransigent problems is that of inter- 
nal transfers. Consider, for example, tbe materials flow in a 
food manufacturing company, in which department 2 
makes one product, “B’ (say cakes, which are sold). Depart- 
ment 1 makes one product “A” — cake mixtures — which are 
both sold and transferred to department 2 as an inter- 
mediate (part-processed materials) for cake manufacture. 

It will be obvious that the production and usage of the 
intermediate creates difficulties when one attempts to 
calculate contribution for either.cakes or cake mixtures. 
In the case of cakes, the contribution (sales-variable cost) 
cannot be calculated since there is no variable cost and in 
the case of cake mixtures it cannot be calculated since there 
is no selling price for the intermediate. 

Once a decision 1s made on the principles and the 


method of transfer pricing of the intermediate, the arith- 
metic becomes straightforward again. The problem arises 
in that there are several alternative methods, and none is 
without some disadvantage. 

Transfer at variable cost throws all the contribution , 
forward to the final stage of manufacture. The alternatives 
include: : 


(i) Intermediate transferred at a price which covers 
variable and direct fixed costs; ; 


(ii) transfer price covers variable and all fixed costs; or 


(iii) transfer price equal to the selling price of E 
intermediate. 


Transfer at selling price has the effect of putting products 
manufactured direct from raw materials and those manu- 
factured from intermediates on the same footing. If the 
intermediate is also sold for a fixed price, this is the end of 
the matter and the method is vastly superior to transfer at 
variable cost. Unfortunately, selling price is usually an 
imprecise thing. Where there is a range of prices — for home 
and export, for large and small orders, for special and nor- 
mal customers, special promotions, discounts, etc., or the 
manufacture of specialities closely based on product A but 
minor variants of it, there 3s scope for endless argument. 

'T he position is worse if the intermediate is not sold and 
one has to construct a hypothetical selling price. In these 
circumstances all one can say is that the selling price concept 
is a hopeful prospect; one may be able to succeed in using 
it as a basis for accurate judgements, but in other cases the 
difficulties could be insuperable. 

A third alternative is to transfer at a price which spreads 
contribution proportionately to variable cost. Consider a 
product, D, with selling price £300 and variable cost £100, 
i.e., a contribution of £200. Product D is derived from 
product C. with a variable cost of £90; C in turn from B, 
variable cost £60, and B in turn from A. whose variable 
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mm cost is TA The total contribution of (aoo is “allocated to 
A, B, C, and D thus: E, ES p. ur A 7n 


Total variable zost £100. v. 
. Total contribution jo. | 
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Transfer price. “or A= = £40. £ x ado £120. WEM ^e 2 


— Transfer: price, for B= =£(60—40) +2 ;Xdoo + pao tio 



































E Transfer price for C= = £(90— 60)+32, x200+ £180= o 
ee I 
i. «Tbe amended contributions 0 on A,B, c and D are thén: 
de > * pl - $ oe u 
"Product A babe cost E mel ae 2 40° 
oa o Transfer price s. 1.2. 120 
a ee a ‘ : S e - i ec ul - : 
Ao MEME Contribution "T. AMETS - a £80 
EC MEME MP i - A 
S EN Product B: Pr.ce of A bag es uw (m ' 120 
A « ; so : : "CU NOS! 
Nc RU i Incremental variable cost E - '20 
Wt «c. TEN dosis | 140 
d s + ‘Transfer price is 7. s ” 180" 
a et - ... Contribution on B ` £40 
tr ae EO D à E . n ^ r ; E y s 
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natives ate to refuse | a- proportion of. the es to with- 


draw certain procucts (or. sub- contract them); to, impose 


'rationing; or to restrict the number of Customers supplied. 


The sales department will havé the most activé role: The 


- most effective thing they'can do is to draw a line across the 
table of products :n contribution order — say at the 80 per 


cent level — and treat the bottom 20 per cent differently 
from the top 80 per cent: ‘The simplest device is to cease 
active selling of the 20 per cent of 'low earners’ ~ i.e., one 


does not. refuse business, but makes not the. slightest effort 


ect . a 3 


to obtain it.. ne 
A slightly stoner device i ls mild ion of customers, l 


Bm "pleading difficulties with raw. materials on’ excessive lead 


times. More powe-ful still (under free market conditions) 


> isa price increase which, if accepted by customers, has the 
.. dual effect .óf improving profitability and of shunting a 
«different range of products into:the bottom 20'per cent. 


The accounts fünctionálso has a leading role-in.that they 


| .must. prepare the data in ranked order, and explain its 
meaning and the financial: implicatións of' using. it, to 


marketing: Production planning can o make an: effective 


“Contribution to. profitability. - 


Again, using the So-20 or similar e availability 
dates can be. given for individual orders which áre sig- 
- nificantly worse for low earners than for the remainder. This 
can make a/powerfu. contribution. to profitability, since the- 
rule would be applied logically and impartially, whereas 
sales departments aré often too much influenced by special 
pleading by customers. On the other hand, sales must retain 
a big influence ‘over priorities and have the power to 
require planning to zlter availabilities Where only priorities 


“are involved and -eas2 of plant operation is not an-issue. 


"The occasions wen sales overrule: planning can be 
reported monthly. b plánning to top management, thus 
imposing some pressure-on sales, albeit. retrospectively, to 
‘behave consistently and only to favour low-earning prod 
ucts when there are sound reasons for'so doing. ` : 

Contribution theory alsó underlines the need for a 
.' periodic study of the available alternatives. It may be tra- 
« ditiónal to follow. a course in.which an intermediate is 


DU P" : Contribution: On jb mo T 


* 


d pe 20 doo. preferentially supplied to-the. next départment i in series, for 
A a + 7 2 conversiori. Intelligent use of the: theory can show the selling: 
“The total a of. ‘course, is dnos Lio [oos “ prices:that-would be needed to’ break even by selling the: 


Qo 


"fas - £200 as before. 
"There ‘are two Cisadvantages of. this Denon Firstly, 
" a where the intermediate is used for séveral finished products, 
^X. there can be no single contribution rate or transfer price for, < 
A the intermediate; there is a different rate for each. Secondly, 
p “it assumes that total costs are tied rigidly to variable costs, 
.. an assumption “that is far from trué. -The - method is, 
. however, superior to transfer at variable cost. ms E 
Transfer at standard cost.is probably the best medad, 
ohut impossible to adopt under a contribution. accounting | 
7. system, since there is no fixed-cost allocation. `: > 
xa‘ >. + The uses to which product contribütion data are put will - 
zu P xs upon the state of the company's order ‘book, | 
+ The technique is most useful under boom conditions, : 
when some or all departments are working to.capacity and ^ 
_ One cannot satisfy. all «demand. Such conditions aré” 
+ typical at present. in ame British au The alter: 
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: intermediate external;y and filling the space created in the 


" final department’s programme with, an alternative product. 


„It matters little which department takes the ‘lead’ in 


a | pursuing exercises. of: this kind, provided that the right’ 


' actions result. A. ‘progressive: sales department: could com- 
_niission such: exercises from: accounts, or the latter could. 
initiate the work therrselves. . ^ -. s 
Whoever uses. contribution ‘data P decision making 
"needs to: ensure that he, understands the meaning and 
value. of:the information before taking action. If the data 
is six rnonths old, subsequent price changes may invalidate 
"it. The. contribution rate quoted: for the product..may 
‘differ according to which . customer is involved, or the: 
“variable costs may be wrong. `- 
— There are many difficulties, but thése should not prevent 
‘the "intelligent: use of the information to improve. 
qe. | Qu ucc i 
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Professions and Power 
by ‘TERENCE J. JOHNSON, 
Macmillan, paperback, 6op. 


y 


Social Issues in Business 

by Frep LuTHANS and R. M. HODGETTS. 
Collier-Macmillan, paperback, £2. 

Readings on the Current Social Issues 
in Business á 

by FRED LuTHANS and R. M. HODGETTS. * 
Collier-Macmillan, paperback, £2:35. 


Interest in the subject of sociology has been one of the most 


marked and, in.some respects, most significant developments on 
the academic scene in’ post-war society. It has given rise to a 
spate of literature of diversé quality and interest. The first of 
these three books is a special study commissioned by the British 
Sociological Association as a review of a key-problem area. The 
author discusses the ‘trait? and ‘functionalist’? theories of the 
professions and supplements his criticism with his own views 
on the impac: upon the social structure of occupational speciali- 
zation, His views on the development of the accountancy 
profession and its role in the corporate jungle is not new, but 
stimulates some thought and reaction on the part of the reader. 
"The other two volumes are intended to be used together. 
The first is concerned to develop in text-book fashion the 
development of new social responsibilities of the modern 
business corporation in the USA with special reference to 
consumerism, civil rights and poverty. The second text is a 
collection of readings from the expanding literature on the 
subject. Sociology may be a ‘dirty’ word for many professional 
men brought up in a past age, but these studies are not entirely 
devoid of interest even for such individuals. : 


The Right to Manage 
by W. W. DANIEL and Nri, MCINTOSH. 
PEP/MacDonald, £2-50; paperback, £125. : 
This is a well-written and in some respects original-review of 
labour-management relations, in our time. The main thesis 
developed by the authors is that social values have changed and 
nowadays there is a demand for greater worker involvement in 
decision-making at every level of a business undertaking. 
On the other hand, it is the view of thé authors that manage- 
ment will have to work to earn the agreement of labour to 
manage, as well as improving its technical and professional 
competence. Greater effort is needed on the part of management 
to keep employees informed of developments and to persuade 
them that decisions have been taken with full consideration of 
worker needs. Lastly, the authors contend that more must be 


done towards establishing more equitable systems for distribut- , 


ing the wealth generated by the undertaking. 
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- In the pursuit of à common goal with management, it is 
argued that workers need a single channel of communication 
which shoüld be the appropriate union. On the subject of the 
unions, the authors recognize that significant changes will need ' 
to take place in union attitudes to change and co-operation with 
management, but such changes are not likely to be achieved 
merely by exhortation. f ! 

A series of case studies in management-labour relations and 
productivity agreements are reviewed and lessons drawn from 
them. The general conclusion of the authors is that, as far as 
industry in general is concerned, progress is needed on both the 


labour and management sides towards a better understanding of 


each other’s limitations and problems. At present-day book 
prices, the paperback is good value for money. 


Realities of Profitability 
by RALPH HOROWITZ, M.A., B.COM., PH.D. 
Pan Books, 45p. 


This is a book which the author himself describes as 'the 
reflections of an academic thrust into business and then re- 
verted to academic life’. : 

There is, indeed, good stuff in this book; Mr Horowitz takes 


. examples from a number. of companies and uses them to 


underline his philosophy. It is, however, mainly a reflective 
book, indicating principles of business efficiency, and the needs . 
for ordered delegation, a corporate plan based on profitability . 
and the need to reach an understanding with the “working 
element” both. staff and factory employees. His examples are 
chosen as a background. ~ UM 

It is a pity, in view of all this, that Mr Horowitz has à par- 
ticularly difficult way of writing which acts as a barrier to some 
readers. Such'a sentence as “There has been developed a number 
of valid techniques which, appropriately applied to business 
decisions, have proved valid profit-solvers’ is typical, but not 
the most difficult to follow, of his writing. 


w 


The Power of the Purse in the European 
Communities | 


by Davip CooMBES assisted by ILKA WIEBECKE. 
Chatham House: PEP, £1:25. 


This is another study in the series on Europe sponsored jointly 
by Chatham House and Political and Economic Planning and, 
like its predecessors, it is factual, thorough and well-written. 
This volume deals with an aspect of life within the EEC which 
few of us have yet considered, i.e., the ultimate financial powers 
of the Community. Currently the Community budget accounts 
for no more than 1 per cent of the national incomes of the 
member. states, and of that sum nine-tenths is allocated to 
agriculture. There is also the problem of the individual member 
countries” contribution to the Community budget. Both of these 
aspects of the Community impinge — especially in the longer 
run ~ sharply upon the traditional financial independence of the 
individual member states and much of this significant study is 
devoted to an appraisal of the issues involved. 


Principles of Auditing _ - 

Fifth edition, by WALTER B. Mxics, E. JOHN Larsen and ROBERT 
F. MEIGS. i | | S 
Richard D. Irwin, Homewood, Illinois, USA, $12.95. 


This book is the fifth edition of one first published in 1953.. 
Dr Walter B. Meigs and Mr E. John Larsen are respectively 
Professor and Associate Professor of Accounting at the _ 


des E Lm e xoa ENS 
Üniversity of South California and Dr Robert F. Meigs is 
Assistant Professor of Accounting at California State Uni- 


* versity at San Diego. This edition reflects the dramatic chamges 


currently taking place in the Mn of public accounting in 
the USA. . 1 


~ A new chapter fus been added on legal liability of audi-ors 


«and this «conteins summaries of major court cases involving 


- 


‘ Commission. 
. ^ The ever-increasing importance of electronic. data process ng 
^" * systems to the zuditor is recognized by an expanded chapter on 
- ;this'topic, new emphasis being placed on. the use of computers 


1 
f 


expanded coverage of flow charting. The coverage of discovery 
‘sampling and cf estimation sampling for variables has been 
significantly expanded. > 7 


(mainly from CPA examinations) and questions requiring 
analysis (a soluzions manual is separately available). In all, 


; 12 case studies in auditing appear throughout. the book. Ex- . 
tensive references are made to the pronouncements. of tke. 


_ American Institute of Certified Public Accountants. The chap- 


ters on the various major balance sheet' topics and income. 


statement: accounts include' lengthy sections ru an 
appropriate audit programme: ` - 
- The book constitutes a comprehensive würk of nearly 802 


. ; In a consistent and orderly manner. It is written very muca 
¿2 with:a practical approach i in mind ict is a- worthy addition to 
"7 theauditor's library.’ ! 


! The Practice of Modern Internal Auditing 
v. by LAWRENCE B. SAWYER. 


The Institute of Titer Auditors Inc. , 5500 Diplomatic Circle, 
-. Orlando, Florida ¿2810 USA; $15. 


: - The aim of this 1 3-chapter book, which constitutes the official 
^ "+ text ofthe Institute of Internal Auditors Inc. „ is to span the 
spectrum of mode:r internal auditing and 'to take the picture 

- of a profession in the full rush of its burgeoning growth’. 


"DN Logically arranged, successive chapters cover establishing the. 
audit organization, selecting and developing the staff, controlling 
the audit project, performing the preliminary “survey, pro- 


grammes, sampling, computer auditing, field work, working 
papers and reports. One of the chapters includes a discussion 
on writing the report and editing it, and contains seven examples 
. ^ of a variety of forms ‘and types of written reports. 
-The author, Lawrence B. Sawyer (attorney, accountant, 
v businessman and certified internal auditor), writes from long 
.- experience as a working auditor in:both business ind 'govern- 
'(. ment. He has been for somé time supervising aúditor ‘for 


a, Lockheed Aircraft Corporation. He is a frequent contributor to; ` 
n professional journals and has distinguished himself by being the: 


. first and only. two-time winner:of the Thurston Award, the 
ae "highest literary honour in the internal audit field... a 
.* ‘The book is attractively produced, the sectionál headings 
- - clearly set out’ with the sub-headings compelling and infor- 
- “= , mative. As a comprehensive guide to modern internal auditing 


seek to make use of all modern techniques in furthering the 
ae. m interests of their organization. | 


- 


M 
? 
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‘CPAs. The chzpter on professional ethics analyses and explains , 
the ethical concepts in the recently-adopted code issued by the . 
American Institute of Certified Public Accountants and relates ` 
, these concepts to the actions of thé Securities and Exchange - 


as,an auditing tool of great value on many engagements. There : 
continues to be a: strong emphasis on internal control with an `. 


Each chapter contains at the end review questions, proble | 


^ Economics 
' pages on auditing, the contents of the chapters being arranged - 


“=,  as:a'service to management, it should be in the library.of every. 
' practitioner of internal auditing and also of those-managers who - 
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Green's Death Duties Supplement to the 
7th Edition . 


‘by A. G. NieLD and P. D. SHE 
Butterworth, £1 complete work, £ 13. 


The seventh edition of Green's Death Duiles was published i in 
1971, and is the most up-to-date estate duty textbook. This 
supplement brings the statement of law up to November ‘st, . 
1972 — i.e., including the Finance Act 1972 (which, made far- 
reaching changes: and a number of new cases, in PUN the 
House of Lords decision in re Lynall. 
"Ihe supplement covers 48 pages, ten of which are devoted 
to a verbatim reproduction of the relevant sections of the ` 
Finance Act 1972: Several pages are devoted to expounding 


a 


"section 121 of aad Schedule 26 to that Act, which confer , 


reliefs in respect of property given to ‘heritage- bodies’; ; property 
given.to charities (up to’ £50,000); and property given to or 
devolving on the deceased's-spóuse (up to £15,000). These 


, apparently simple reliefs certainly require careful exposition, 


and in this supplement they get it. 

There are also some. pages on the vexed question of valuing 
shares in unquoted companies. On page A24, where the sup- 
plement purports to deal with page. 310 of the main volume 
(Finance Act 1968 section 37 (2)) there is a paragraph which, 
strictly speaking, Eas nothing to do with section 37 (2) but is 
concerned with the wider question of what is a ‘disposition’, 
However, the whole supplement wiil xpa the most careful 
study. : 


E ‘ 


by E. VicroR MORGAN: ^. — . .- e us cde | 


. Pitman, paperback, £2:50. AE & w 


“This is; or at least was intended to be, the third edition of the 
author's earlier. bock. 4 First Approach to Economics. In the 
event, he bas largely re-written the text. In particular, the analy- 
sis has been integrated with the institutional material, and there 
are a number of new chapters on recent developments 3 in both 
the theoretical and applied fields. 

The text is specifically intended for sixth formers Working for 
their advanced level papers, and for first-year undergraduates - 
and students working for the examinatiohs of the professional 


` bodies which require some economics.-There are a number of 


such texts written by' eading academics and choicé between them . 

is difficult; ultimatel:; it is for the student to decide which he 

finds best meets his needs. But anyone reading this book 
. will certainly learn wat. economics is about. 


RECENT. PUBLICATIONS EE. 


Euro WIRISCHAFT’S "WÖRTERBUCH, by Hans E. Zahn, Eus 
pp. 94 x 64. Fritz Knapp Verlag, Frankfurt; "UK, "Macdonald 
& Evans, £21. -> 

VALUE ADDED TAX IN THE ENLARGED Common "MARKET, edited 
by G..S. A. Wheatcroft, 140 pp. 9x6. Cassell 8 Co, 
paperback, £2-50. z 

TuroucH No FAULT or THEIR OWN, by Santosh Mukherjee. 
284 pp. 8 x 5$. A PP Report, MacDonald, £3.75, paperback 

. £2'50. 

COMPANY TAXATION 1973 — A Practical Guide, by Stanton Marcus 
and John Power, vr 120 pp. 8x6. Financial Techniques. . 
` Paperback £v85. 

PRACTICAL CONTROLLEFSHIP, third edition, is David R. Anderson: 
C.P.A., Leo: A. Schm dt, C.P.A. and Andrew M. McCosh, C.A. 
- xvii +628. pp. 9X6. Eichard D. Irwin. $13-95. 

COMPREHENSIVE ASPECTS OF TAXATION, by R. Glynne Williams, 
F.C.A., F.T.1.1. 31st ecition; by B. Mendes, B SC. ROS ) F. C.A. 


552 pp. 8} x 52. Cassell, £3. 


These books may be obtaiied frons. or through, Gee & Co (Publishers 
1:1 Strand, London WCaR 1 J de >. de 
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BPB Industries' Good Figures 


ROUP turnover up by 18 per cent 

to £87:91 million and profits before 
tax up by 42 per cent to a new record 
of £9°78 million made the year to last 
March a good one for BPB Industries — 
the BPB standing, in the original, for 
British Plaster Board. But the reader 
of the BPB accounts, unless he happens 
to begin reading in the middle of page 
three where the chairman, Mr R. S. 
Jukes, C.B.E., F.C.A., comments on trading 
results, has to turn over page by page to 
page twelve before the figures are found 
in the profit and loss account. 

'True, inside the front cover there 1s a 
'Contents' list that guides the reader to 
page twelve and the group profit and 
loss account, but instead of the notice 
of meeting on the opposite page there 
could surely be a “Year in Brief” to put 
the essential BPB facts. But after the 
notice of meeting comes “Directors, 
officers etc.’ and then Mr Jukes's state- 
ment running from page three to page 
eight and that is followed by three pages 
of directors' report. 

In his statement Mr Jukes comments 
on unprecedented demands necessitating 
the use of main plants at maximum 
capacity for a long period. Even so, 
deliveries to customers have been de- 
layed — as practically anyone who has 
tried to get any building contract hurried 
along will know only too well. 


Need foreseen 


Judging forward demand in the building 
materials industry is notoriously specu- 
lative, but the need for yet more pro- 
ductive capacity round about the present 
time was foreseen by the group two years 
ago. In the event, the increase in demand 
occurred some months earlier than an- 
ticipated. The starting up of a plaster 
and plasterboard plant at Robertsbridge, 
Sussex, 'should rectify the delivery 
situation in the United Kingdom in the 
near future', Mr Jukes states. 

In the year under review over {10 
million was spent on additions to fixed 
assets and on replacements, and a 
further £2 million invested in associated 
companies on the Continent. Authorized 
capital expenditure at the year-end 
amounted to over £11 million and since 


then schemes involving a further {2 
million have been authorized. On the 
authorized schemes, about {10 million 
is expected to be spent this year. 

In November last year £5 million 
was raised by a 25-year debenture — 
the accounts reflecting the first call of 
{1-25 million, the balance having been 
received in April this year. The current 
level of capital spending should be 
financed from operating cash flow plus 
banking facilities. The source and use 
of funds statement included in the re- 
print needs to be read in the context 
of the continuing high level of current 
capital spending. 


Inflation accounting 


Reflected in the figures for capital 
expenditure is the continuing effect of 
high inflation rates in all countries where 
the group operates. Mr Jukes admits 
*we have made no attempt to show in 
our accounts the effects of changes in the 
purchasing power of money.' The board's 
view is that it is better to await the out- 
come of present discussions on this 
point before any new method of account- 
ing is adopted. But the chairman says: 
“We do, however, feel strongly that those 
selling prices which are subject to 
Governmental control should be pitched 
at levels high enough not only to meet 
increasing costs but also to allow a fair 





Mr R. S. Jukes, C.B.E., F.C.A. 


return on the real value of capital 
already invested as well as on new 
capital that has to be invested to maintain 
or increase output levels.' 

This, basically, is what accounting for 
inflation is all about so far as industry is 
concerned. It is a sterile exercise unless 
the financial points that the accounting 
process makes are acknowledged by 
Government in terms of prices permitted 
and taxation levied. 

It is pertinent and not necessarily, 
one imagines, coincidental that the 
paragraph immediately following Mr 
Jukes's comment on Governmental con- 
trols on prices is headed ‘Monopolies 
Commission! and reads: "The Monopolies 
Commission inquiry into the supply of 
plasterboard in the United Kingdom 
began in August last year and is still 
continuing.” 


No let-up 


In the current year to date there has 
been no let-up in the demand, but it is 
difficult to forecast whether or not a 
still higher level of activity will lead to 
higher profits. More capital will be used 
to increase productive capacities to a 
point where working hours in the 
group's UK plants can return to normal 
levels. 

“This means’, the chairman comments, 
‘we shall need higher prices to re- 
munerate the additional capital and to 
offset any further increases in costs.' 
Decisions to be made by the Price 
Commission and the lack of knowledge of 
the form Stage III is to take are 'ab- 
normal and unknown factors” although, 
given fair treatment on prices, the out- 
look in the UK is considered ‘very 
promising’. 

The past year’s sharp rise in profits 
brought the best return to the group 
for some years in terms of return on net 
assets and on sales. The return on net 
assets was 17°6 per cent — the highest 
since 19:5 per cent in 1969 and 2:8 
points higher than in 1971-72. The 
return on sales at 12 per cent was only 
the fourth time in ten years that the 
figure has been at or over 12 per cent. 

Earnings per share at 18-4p in the 


2 
ax 
> + J 
2 1 Po f` i 
2 $ s 4 
há ^ 
Je TA 
a AA 


- NM Ad 
ANS Ayi p^ 
p. DU 
ub iis B 


` 
Ra? 


Al 
Ls 


(Rad 


v rt 
TAS n "en 
^ ae Ir "t 
** ^ P 
E yg LN 


$ AT a 
aft) 19284: oe 
FIM Sa Judi ud 


Ee rnc NN 


TA) in 


e 


~ 4 3 
y d 1 
Cp TEA 


A y cx d 


€ 
d 


m 
a y 

e 

hy 

- 

NL - 


aa 


acd Ec 


X 
i 


d 


P air 
AX. 
? y RJ 
, by 
A LN 


Ds. 22 
A) 7 


Ls — 
dise is 


X ¿A 


ITEM > bla (E 


whee Mt EE TS T CUN ; 
AD ere ee 


la A 
- uA aU 


d zia æ 


PP. 
LA 


e 


k 


AAA 


AA UN 


v" 
7 


* 
$ 
^ 
» 
Jl 
A 
=| 
AM 
^e 
aM 
m 
-mp 
luc] 


n 
RT 


nd 
ph 
o 


E 
b 3 t. 


T» n ] 
me $^ 
E m 


- 


? 


PEPER 


a PAR 
Le 


WEP 


A? s; oa ORIS 
"is IEA 
ar 
* 


-— ——À 
|! Va IC E 
E Y od 


y 


NETAS ce 





past year were more than double the 
1970 level, a point that should impress 


shareholders. The distribution of holdings 
of the ordinary capital is unusually but 


informatively set out in the BPB report 
in this way: 


Percentage 
holding of 
ordinary 
capital 
The Prudential Assurance Co Ltd hal 7:2 
Twelve shareholders individually holding 
between 1 and 3 per cent of the 
ordinary capital Si E t 18-0 
Forty-six shareholders individually hold- 
ing between i and 1 per cent of the 
ordinary capital : x es 22:4 
Thirteen thousand six hundred share- 
holders individually holding less than 
à per cent of the ordinary capital 52.4 
100-0 





So far as the directors are aware no 
person has an interest of ro per cent 
or more in the ordinary capital of the 
company. 





Hypermarkets and Leisure 


HEATSHEAF DISTRIBUTION 

& TRADING has introduced the 
French Carrefour hypermarket style of 
retailing to the UK and the first Carre- 
four, opened at Caerphilly last September, 
is now earning profits, with turnover 
at the rate of over £7:5 million a year and 
Over 30,000 customers buying food, 
household goods and textiles at discount 
prices. Shoppers even charter coaches 
and travel some distance to take ad- 
vantage of price savings. 

But Wheatsheaf's expansion plans for 
Carrefour inevitably come up against 
local authority planning problems. The 
second Carrefour opens in Telford New 
Town this autumn, and next year a 
store will open at Eastleigh, Hants, 
five years after initial moves were made. 

In Birmingham an appeal against a 
local authority refusal to allow a Carrefour 
hypermarket on an existing brickworks 
site has been disallowed, and in the 
spring of last year an appeal in Bristol 
lasted ten weeks, cost over £60,000 and 
at the time of the recent issue of the 
Wheatsheaf accounts no decision had 
been made. There are four other Carre- 
four sites where the Minister must 
adjudicate in public appeals. It has been 
reported that the present backlog of 
appeals of all types is between 15,000 and 
20,000. 

It will be interesting to see whether 
Wheatsheaf fares any better with the 
planning authorities when it comes to 
permission for developments under the 
group's newest activity — the construction 
of 'family leisure centres where, in 
an agreeable environment, throughout 
the day and part of the night people may 
enjoy a range of facilities for the whole 


family”. 
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Tunnel Cement's Sound 
Reporting 

EPORTING by the Tunnel Cement 

company is of a high standard. The 
accounts for the year to April 1st, 1973, 
recently issued are, in this column's 
view, an extremely worthwhile example 
of how a company should be able to 
present the report of its year's operations 
in plain figures and plain words. 

There is obvious thought put into 
reporting as, for example, in the group 
financial record where earnings per share 
on a pre-imputation tax basis are shown 
from 1972-73 back to 1965-66, with 
earnings per share on a full year im- 
putation tax basis shown for the most 
recent two years. 

Again, in the profit and loss account 
the gross equivalents are separately 
shown for interim and final dividends 
so that shareholders can immediately 
see what difference the new system has 
made. It is put there with six separate 
figures in a ‘box’ in the profit and loss 
account, whereas other companies have 
used paragraphs of print failing to explain 
the change. 

The directors, it would seem from the 
chairman's statement, are not entirely 
agreed about EDS. For practical reasons 
it has only been possible to deal with 
the figures contained in the 1971-72 
accounts in the EDS manner, share- 
holders are told. "The procedures sug- 
gested by the Institute of Chartered 
Accountants are mechanistic and must be 
applied with judgment but the evidence 
produced is reassuring with regard to 
the financial status of our company.’ 
The debate on accounting for inflation, 
the chairman adds, “will be closely 
followed by your board in order to ensure 
that the accounts put before you should 
continue to give in changing circumstances 
a true and fair view of your company's 
affairs”. 


Chesterfield Valuation 
HESTERFIELD PROPERTIES 


transfers property revaluation sur- 
pluses to capital reserve without making 
provision for any taxation which might 
become payable on realization. Price 
Waterhouse & Co in their report draw 
attention not only to this point but to 
the reason for it given in Note r (f) to 
the accounts. 

The reason why no provision is made 
for any gains tax is simply stated in the 
notes — 'in the absence of a valuation of 
these properties at April 6th, 1965, the 
amount of such liability cannot be 
ascertained’. The supplementary question 
of "Why is there an absence of April 
1965 valuation' is not something that 
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is answerable from the commentary 
with the accounts. 

The directors' report states that the 
directors estimate that at December 
31st, 1972, the total value of land and 
buildings was approximately £47:5 mil- 
lion compared with a book value of 
£26:5 million, and that “in arriving at 
this estimate no account has been 
taken of capital gains tax (if any) in 
the event of a sale of any of the proper- 
ties’. 

Chesterfield, incidentally, has made a 
considerable name for itself as a success- 
ful property developer on the Continent 
and particularly in Paris. 

Chesterfield’s managing director, Mr 
Roger Wingate, stresses the need for a 
continental development programme to 
be basically European orientated, with 
on-the-spot management. 


Chubb’s Increased Sales 


4 tier its three main operations 
all over the world — physical security, 
fire detection and protection and burglar 
alarms, and from its considerable back- 
up activities — the Chubb & Son or- 
ganization in the past year increased its 
sales by 16-8 per cent to £71:57 million, 
and pre-tax profits by 32 per cent to 
just over £6 million. Of the sales, £37-12 
million — including UK exports of £5-53 
million — were overseas and 43445 
million at home, with overseas profits 
zı million and UK profits £3-9 
million. 

Lord Hayter, in his review with the 
accounts, says that ‘from the statistical 
point of view the ways in which this has 
been achieved are set out in the directors’ 
report on the accounts and the notes 
on the accounts which have been ex- 
panded this year to comply with the 
guidelines that we have received from 
the Stock Exchange and The Institute 
of Chartered Accountants’. 

In that respect it is difficult to fault the 
Chubb report. In the past year there was, 
according to the chairman, ‘a most 
determined effort to raise the rate of 
profit, Management at all levels and our 
employees have co-operated in this 
direction without in any way lowering 
our standards of research, production 
and marketing’. Increased turnover 
helped, but the major benefits stemmed 
from reorganization and rationalization 
in companies where profit performance 
fell short of expectations. 

That may have been emphasized in 
the past year, but it is a continuing 
Chubb process that has seen pre-tax 
profits rising from £1:15 million to the 
present level since 1964, and an increase 
from 4:63p to 8.61p in earnings per share 
since the introduction of corporation tax. 
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| COMPANY-PRINTERS .. ^ 5. 
COMPANY AGENTS > 


-Draft Memorandum: and Articles " 


Company Seals and Books: 


Rubber Stamps . 
All office requisites 


DE -MADE COMPANIES 





. 38/40 FEATHERSTONE STREET E : 
“LONDON ECT... a 


es 01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 Jines) 





Mány handed of accountants have found the rient job 


bil this useful service. 


FREE LISTS a VACANCIES - 


^ will be posted to you: or you can call atour Information Centré 
, and — without any form-filling - -study the: classified registers. 
us "Over 500 vacancies in the U.K. and overseas offer yon the.. 


widest choice. Ring for relevant lit! > > x 
3 E ot 


~~" Public Practice: L. Kelleher, 01-628' 4550 


- * More than 300 Professional firres utilize our services in 
engagement of all grades of steff from Articled- Clerks a 


to Partners. Salaries: U. K.- - up to d :000; a up to 
| £10,000. EA A 


~ 
- 


Commerce and Industry: R. Thornhill, 01-628 8860. 
‘=’ Vacancies cover the whole range from ‘Trainee. to Financial . 
i Director. Salarjes: up to £7 ed mo 


ki 


Temporary Staff; M. Farrer, 01-628, 0915 o. 
Terms are better than is usual for temporary assignments, 


- RICHARD OWEN associates 


Box 23, 47 Finsbary Court 
Finsbury Pavement, London EC2A 1HT. 


j Note: Week-ends and evenings answering service $ 01-628 8860 `. 
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` WHEATCROFT | 
AND |. '- 
|. WHITEMAN ON 
CAPITAL E 
. GAINS TAX 


- by y ^ F 

- PETER G. 'WHITEMAN, LL B., LL. M. (London) 
of Lincoln’ S Inn, Barrister- at- e 

. and 

. DAVID C. MILNE, M A (Oxon. 5, A.C. A. 

of Lincoln' s Inn, Bairister- at- Law 
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Finance Act 1971 has resulted in there. now, 
being only one comprehensive tax on capital 
,--gains in the: United Kingdom., The. law. and: 


E half the length. of its predecessor, 


-— 


“The abolition of Case VII of Schedule D by the 


- practice is. now . much simpler and this is 
` reflected by the size of this volume — àpproxi-: ` 


< Wheatcroft on Capital Gains Taxes, of which, 


4. thisi is in effect: a second. edition. 


X: 


capital gains still contains many pitfalls for the 
. unwary and so lawyers, accountants and' other 
professional advisers will. welcome -this self- 
= contained work on the subject. It is intended 


- gains tax and: it has been written asthe com- 
panion volume to Whiteman and. Wheatcroft 


4 
| on Income Tax arid: Surtax and Taxation of 


--. is available’ separately and all three also form 


part of, the British Tax Encyclopedia service. 
Cumulative supplements will be issued when- 


“book. 


Ja 1973 y £8 net. 
£8: 28 including post/siacking & VAT (3p) . 


NW. Green & Son 


. Mail orders to: North Way. Andover, Hants 
* SP1 O 5BE 
* Bookshop: 
a LEO lá Lane, London WC2A 1 PP 


1, 
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In: spite ^ “OF simplification, the taxation of ©. 


that this will be the definitive book.on capital B 
Companies, by Richard Bramwell. Each volume _ : 


. ever. necéssáry. Suring, the useful life of this: 
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SN - Accountancy Examination Tuition by tlie Metropolitan College. 


INSTITUTE OF CHARTERED ACCOUNTANTS - ^. 


TE S. The Metropolitan College offers you ihe > After. the examinations leading ¿o the professional . 
a benefit of more than sixty years’ accumu-  - qualification of .Chartéred Accountant; pi cd 
lated experience in examination coaching. - College students have gained over: -f '| “LINKED PRIVATE ^ 
* A guarantee of coaching until successful. m 1, 0 0 0 SUC CESSES” ' STUDIES "a 
X ‘Helpful. up-to-date study notes, mostly i in i ' , : ` si 
printed pocket-sized booklet form. . Le : and morethan  . a The Luton College of: 


x Adequa:e test practice and tutorial criticism, 3 5 0- H ONOURS i NN Technology and Metro- T, 
* ' Invaluable self-examination questions. , — , x .politan "College mo". 


offer facilities for 








"ke Official publications of the Institute, including ar : 
i appropriate to the Intermediate and Final . | -- g AB -56 FIRST PLACES te o e 
examinations, ~ epu AS. ua de . = Wess s 
yw dn ua a — : |. -:88 Second Places : en week FEE 
A ] : Dip.M.A. oe n do de e Ne e E — to assist students in 
17507 the highest award available |. 66 Third & Fourth Places . ae Deg: Be eens: 
= ~to Accountants in Great Britain — pek- osidential: 
CERTIFICATE IN MANAGEMENT AND NUMEROUS P RIZES, MEDALS ARD i a me us , 
INFORMATION : |] S CHOLARSHIE S bk: intensive concentration, 
The above-mentioned examinations are open.: |^ WriteTODAY forafree copy ofthe College TEE : DRE articular subjects. | 
to members of the Institute and have been : Prospectus (stating the examination in which you áfe . For details of these, and . 
FAE mp pe ee e i Ao De ae reso: B., ipo B.SC.(ECON.), " other. linked courses - 
iu , | ECA. (Dept A1/22, Metropolitan ege, St Peter's .| write to: Metropolitan’ 
increasingly important field of business ad- " | | Sfreet St Albans ALI 3NE,'or CALL at 30 Queen Victoria : College «St. Albans 
ministration and organization respectively. Street, L don EC4. Telephone 01-248 6874. After office. ' n oucgo, ans 
When applying for particulars of the Colleges - | ; Street, ondon eiepüone Yi- er OUICE, : "ALI 3NE. o 
expert postal courses, please specify the. ‘hours (5,p.m. Monday to Friday) E messages dre 
. -examination in which interested. | . recorded Ii: . 





Members cf the Association of British Go eO ede Coìleges uc 225 e A FOUNDED 1910, 
.. Accredited by the Council gor the Accreditation of ere Colleges E PR ML cru d o. dE cg c. A 
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BY GIVING TO CHARITY THROUGH |. 
.A DISCRETIONARY COVENANT WITH + 
. THE CHARITIES AID FUND, . | | 
_your client enjoys. the 

"uz | .privilege of' operating his 
att ' own Charitable Trust. Both: 


- Capital Choice - | the beneficiaries and the t 


donation amounts can be. 





EN E varied at will. The 7- -year m y 
: | ‘minimum need riot apply if a 
“the £91 000, 000 sao | . .¢lause is inserted. -7 | l 
conditional upon personal. 
with the“ persona. touc | circumstance. The CHARITIES 
"x | | AID FUND prepares the deed; ^. 


IPPDS De / as does. all. paper work; claims 
de . tax refund. The service is 
JJ JZÜLBECE - * £3 i du FREE when the National ^ | 
- BUILDING SOCIETY - | Council of Social Service is 
a B — included- among the w le ad 
Head Office: HOLBECK HOUSE, ` EO beneficiaries. TA 


125, ALBION ST., LEEDS LS1 5AS°  . | 
Loadon Office: 73 KINGSWAY, LONDON W.C. 2 CHARITIES AID FUND’ 
E TONBRIDGE, KENT ^ ^ 


. Brarches and Agencies throughout the country. T Telephone Tonbri dge 63323 London O fee: c 01-636.406 6 





. Member of the Building Societies Association. l 
Authorised for Investment by Trustees. i. ae A 
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OMEHOW, there ought 'to be 
more of an air of crisis about 
present interest rate levels. Banking 
base rates at 10 per cent and minimum 
lending rate at a staggering 112 per 


cent are the sort of stuff that only. 


a few years ago would have taxed the 
abilities of headline writers. 

Now, however, 
spread acceptance of the fact that 
inflation has finally caught up with 
interest rate structures and, quite 


clearly, the era of the dreaded 10 per . 


cent mortgage can't be far away. 

This fact has been made even more 
probable by the decision of Barclays 
Bank to offer on deposit accounts 
9:25 per cent — equivalent to 6-5 per 
cent after tax and only marginally less 
than the net 6-75 per cent presently 
offered by building societies. However, 


societies are committed to dropping . 


the rate to 6-4 per cent as from. 
September and the fight for precious 
mortgage funds will then be on in 
earnest. 

DANGERS 


Building society chiefs have not 
been slow to sense the dangers of the 
situation and will meet next Tuesday 
to consider their position 'under present 
financial conditions”. 


Bank of England Minimum Lending Rate 





there is a wide- 


THE 


ACCOUNTANT. 





lronically, the special meeting will 
be held at about the same time as the 
societies will reveal that the July 
intake of funds was especially good. 
But events have since overtaken 
societies and the competitive edge 
will be further blunted by me Barclays' 
attack on deposits. 

The pressures on societies are huge. 
Politically they will not be popular if 
the investment rate is lifted to 6:75 
or even 7 per cent, making the mort-: 
gage rate at least 10 per cent. Realistic- 


ally, it would be a correct decision. 


Building societies exist to lend 
money to home buyers, and they can 
only lend that money if their deposit 
rates are attractive enough. As from 
September they won't be, unless the 
Government is again to intervene, and 
so building societies will once more be 


raising their interest rates. 


The subject of interest rates is one 


RATES AND PRICES 


Closing prices, Tuesday, August 7th, 1973 | 
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that might be causing a further round 


of blushes in banking circles. f 

The “big four' are still smarting from 
criticism about their 100 per cent profit 
rises achieved in the first six months of 
1973. In the first half of 1973 the 
average base rate was 8:9 per cent . 
compared with just 4-6 per cent in the 
corresponding period. 

At present, the base rate is at 10 per 
cent compared with a second-half 
1972 average.of 6-9 per cent, and 
since few people expect any dramatic 
reversal in present interest trends, the. 
banks are in for another profit bonanza. 


, 


UNNOTICED 


Ail this, it seems, -has gone un- 
noticed on the stock-market where 
thoughts are turning towards such 
‘bearish’ moves as abolishing bank 
charges or increasing special deposits . 
at the Bank of England. 

But' even a combination of adver- 
sities do not appear to be particularly 
significant to. banking profits since, 
over the past two years, the whole 
structure has expanded so much that 
such storms can be ridden out with 
some ease. Stock- mate pessimism is 
rnispiaced. 


| Finance House Base Rate — August rst, 1973. 9% 


Mar. 23, 1973 . 88% May18,1973 ..  .. 73% t l 
' April 13, 1973 Y .. 8 96 June 22,1973 .. .. 74% Retail Price Index (16.1.62 —100) 178.9, 19.6.73 (from 178-0) 
April 19, 1973 . 84% July 20, 1973 | 9 76 DIM 
May .11, 1973 — % July 27, 1973 114% Foreign Exchanges 
. T Bills New York 2*4955 Frankfurt 5:9425 
J £716 p" 6 1685879 Montreal 2:4980 Milan 1500'00 
une 1 +. £71604% y 8587% 48 
June 8 .. £7:153996 July 13 £6:9462% aaa 6:5000 i 13°3850 
June 15 .. £70268% July 20 . £83772% Brussels 89-6200 Paris : 10'4050 
June 22 -» £6°9945% July 27 .. £10°8915% Copenhagen 138350 Ziirich 71800 
June 29 |... . £6°9586% Aug. 3 . £10°7800% | ; 
Money Rates. Gilt-edged 
. Day to day .. «+ 121% Bank Bills Consols 4% 352 Treasury 9% 1994 847 
7 days . ,. I2 -12}% 2 months — .. 11411396 — Consols 24% 224 Treasury 84% 84-86 85% 
2 . . . o . : 
Fine Trade Bills 3 months .. Ir$—11396 Conversions To5 Rai Treasury 81% 87-90 804 
Xi month .. . ^ I2 -13% 4 months ' . I1$-11296 : P 
‘2 months .. I2 —1396 6 months . I2 -13% Conversion 51% 1974 96i Treasury.6196 1976 got 
3 months .. 123-13196 Funding 3396 99-04 378 Treasury. 34% 77-80 69$ 
| 2 - Funding 54% 78-80. 764 Treasury 34% 79-81 67% 
a cad Funding s4% 82-84 72 Treasury 5% 86-89 601 
Local eau deposits BA Funding 52% 87-91 63$ Treasury 54% o8-12 so$xd 
Local authority bonds 12 114 : 75 n n 
Sterling deposit certificates I2 ~11} Pondmg 6% 1993 .. 63% aid a 7o he 2 3 
Euro-sterling deposits : 148-146 Funding 63% 85-87 73 Victory 4% ec 962 
Euro-dollar deposits .. Savings 3% 65-75 904; War Loan 34% 32i 


- Inflation Adjustments - ‘Some | UN = 
. Misunderstanding ` PE e E sd 


^ Sir, — Some muddle is arising in the lOs of inflation - 


oo because two separate problems are being confused, 


and because the purpose of the exercise is not E clearly " 


E^ specified. . 

One problem is the effect T. general price. changés on existing 
methods of. accounting. This is what. thé- current; proposals . 
of the Accounting Standards Steering Committee are intended 
- to deal with. Secondly, there is an increasingly widespread 


“and would be só-evenin the absence of inflation. But the com- 
- plete abandonment of long-standing conventions raises deep 
.. business, political and social issues. A long debate.can hardly be 


: changes. ` m 

Meanwhile there is a a strong case for at feast removing the 
` distortions to- existing conventional accounts that are. caused 
‘by inflation. 


.on special index numbers that 'aré' intended to reflect the 
." feplacement pzices of particular assets are, directly or by im- 


. ^: "ment values change. This approach is, however, not so simple - 
a$ it looks. For example, it does not always pay to. rep.ace 

A assets, particularly in their present form, and writing uf .to 

_ replacement ccst, asset by asset, could lead. to. over-valuation 

*, of the concern as a whole and a. misleading assessment of ccsts.' 
-This does not mean that the idea should be rejected out of . 

. - hand. It does, however, suggest that it should perhaps be 


q 


protracted) discussion of fundamentals which could also cover 


|^ =Draft8. 
_general or special — can be settled in relation to income reporting, 
: accounts. The-standard view is that the accounts are the share- 
. holders', 
E ` icompany that gives rise to the income calculation. This i is how : 
-It is, of course, possible to take the view that in some, as yet 


- appears to be Professor Gynther's view in his' recent articles 


CAM 2 ‘measurement - - Or: its income requires the Pus ai that the 








‘Belief that ex:sting accounting conventions are. ee. 


- avoided -béfors there is general ee of fundamental. 


Those who adyocaté the fntraduétion of adjustments based. 


, plication, basing their case on the need to write asset.va ues ` 
up or down, even in the absence of general inflation, as replace-. 


i considered in the context of a wider (and necessarily more ' 


, ' the more radizal concept of cash flow accounting. It isa . 
"separate question from the, more modest OE of Expos.ire 


Before the sustinet TE for either kind T price change: m 
ome. must decide whose’ income is being measured .by :he^ 
and that it is the existence of their interest in zhe 

: the whole matter developed historically., : ; 

Sundéhded. way the accounts should take a broader view. This - 
-~ . Griticising Exposure Draft 8. He seems to rest his case on some 

idea that the cormpany exists as a real personality, linked in some - 


. way toits physical assets. He appears to argue; for instance, that ` 
. if the company owns a particular asset (e.g., a piece of land), the: 
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asset in question must alas be preserved. He E the idea. 
that it is the purchasing pówer.of the shareholders’ financial: 
_ interest.in the company which is relevant. This logic, if pursued ; 

consistently, could lead to some odd situations. British Rail 

would presumably still be. using Stephenson's “Rocket”, while - 
the Hudson Bay Company ` would annually te-value * their 

fleet of birch-bark canoes. 

Professor Gynther may be iniplying that a broader view. 
"should be taken’ of companies’ responsibilities than was once 
- the case. This should not, however, be mixed up with considera- ` 
tion of quite a separate question; namely, how best to account 
to shareholdeís. And the implied’ objective should at least be: 
made clear. The measurement of i income is not a physical but a’ 


"x human matter. It. implies that someone's net benefit is being 


considered. That ‘someone’ must be specified regsonably 
ii A if discussion i is to be fruitful. 


Yours faithfully, * 


ete. Te a HAROLD EDEY, - 


. Professor of Accounting, | 
_Lowpon ScHOOL OF Economics. 


hj 


London WC2. 


. Double Damnation? ar 


SIR, — Your apologia. for the ASSC (June 21st issue) does, not ` 
i explain its determination — at all cost — to impose its “standards” 
"upon a reluctant profession: - *the accountants seem ‘determined 
to get a formula for calendar 1974' (LEX, Financial Times, 
- July:25th). That one US take-over bandit got his fingers burned * 
— and a UK one so pretended —is no good reason for abandoning ' 
the basis of accounting recommendations that, Dem has só, 
enhanced the work of the profession. of E | 
: It is so obvious that recommendations — - based. ori vast ex? 
perience — are a more sensible basis. than the sort of nonsense. 
embraced by EDrr, that one must seek reasons outside the 
realm of accounting for the ultimate: objectives of the ASSC. It 
is doing what the Council of the ICA dare not do — conducting ` 
a political campeign for partisan tax concessions in the aad 
'of an accounting controversy. 
Its primary aim is the destruction ' of Recommendation 15 
with ‘its warning that: 


| "The adoptiori of any new concept of profit:. . . would raise 
economic and social ' issues going far beyond the" realm of 
accountancy.’ . 


. The Amportance ‘of Recornmendation ` 15 lies hot only in its. 
‘logic, but in its adoption by the 1955 Royal Commission on, 
Taxation, which reported, inter alia: 


“We do not accept that as a matter of principle a trader's 
profits in times of inflatión must be computed with allowance 
for.the cost of replacement of fixed assets or a fall 1 in the pur- : 

' chasing power of money”, | 5 A a l 


and (quoting with approval from "Tucker) —  . re 
‘One objection ‘common to all schemes; namely, ‘that they 


involve giving preferential treatment to the owners “ot busi- 
„nesses as against other classes of taxpayers.’ 


. The ASSC is supporting the ‘cut-company-tax’ lobby — one ` 
‘of the triumphs of post-war British-industry. In 1952, com-. 
panies paid £1 ‘billion of a tax~bill-of £4} billion; and two 
“decades later, £1 billion out of £18 billion. The ‘gravy-trains’ 
(the ‘subsidy of company dividends from personal tax) now 
amount to some ¿2 billion-a-yeár; and — significantly — this is 
the approximate yield from employees of that vicious tax called, 
"National Insurance'. | 

Last year, against capital consumption of £24 billion (his- 
torical depreciation, say; {£14 billion)" companies had capital - 
allowances of £4} billion, plus investment grants of £350 
million. In 1972, companies acquired additional funds of some . 


ro. 


1 


£o billion — more alins twice hee new investment in P 
. assets and stocks — and, after spending £2} billion on take-overs - 
' etc., added £23 billion to their liquid resources. Thus is revealed | 
the spurious nature of the hoary.plea that inflation causes under- 
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capitalization; while the pretext that inflation-erodes profits is 


exposed by: the daily reports of bumper profits i in the financial © 


press. ` ` y 


- The crux of the crisis within the profession ~ brought about: 


by the ASSC - is the furore that has greeted ED11. Courtaulds 
(profits £68 million, UK tax £03 million) has cut the Gordian ' 
knot by freezing its UK deferred tax reserve, with the revealing ` 


comment: 


"The liability to corporation tax for some years to come is 
, expected to be appreciably lower than. the full rate' (sic). 


Deferred tax has, indeed, become the. goál of take-ovér bidders, 
the source of lucrative leasing-back arrangements and the cause 


'of capital reconstructions to replace dividends by scrip issues. ' 


The base of Mr Barber’s cornucopia is, however,- being 
rapidly eroded by the addition of free depreciation — the logical 
basis of capital allowances — to accelerated depreciation of the 


old assets. A new gimmick is urgently needed; and that is why — : 


.as recently reported in the Financial Ti imes — the ASSC is: 


supported by the CBI. 
Meanwhile, the Council of the ICA continues. to elata 
the role of the cavalry in war; at the receñt annual “general . 


^. meeting, the outgoing President confessed that the Council 


, had not yet defined the objectives of inflation accounting. He 


| , „Calculation of Redundancy Payment 


AYMENT -for overtime hours, the Court of Appeal has 
ruled, is not to be included in calculating the amount of a. 
rare payment where overtime is not fixed but is at the. 


1 


was answering my query as to whether we sought, thereby; . 
to prótect shareholders from take-over ‘bandits — by, say, a 


statement of net worth. —.or tax advantages for the: bene- ~ 
fičiaries of. inflation, at the expense ofi its, victims. "Moreover, Mr + 


4 


‘an i 





option of the: employer, By paragraph 1 (1) of Schedule 2 to 
the Contracts of Employment Act 1963, when an employee 


is entitled to overtime pay when working more than a fixed. 
nuniber of hours, but the contract of employment does not. 


fix a miñimum number of hours exceeding the normal working 
hours (paraphrased by the Court of Appeal as 'guaranteed 
overtime’), then the number of hours’ without overtime are the 
normal working hours. — . i 


Fs Three employees were dismissed, and it was. not. disputed. 
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Tio Tn that it will take. four years to element the tax. 
credits scheme for. restoring a moeity of the £3 billion-a-year | 
excessive taxation — . that pais the lower-paid below. the, 
‘poverty line. . pi \ "M 

. And that i is what the row’ s about! i E^ 


. Yours faithfully a 
. JACK CLAYTON. 


à 


Ghian. Sir 
‘Cumbersome VAT - ` 


Sm, - I agree “emphatically with. your: correspondent,- -Richard ae 
Tutton (August 2nd issue) that VAT is curibersome, idiotic - 


E 


- and inflationary. © 


He-wants it scrapped, however, in favour of a turnover tax 
dealt with by the Revenue by. reference to.the same accounts - 
used for taxation purposes. Why? - - 
Yours faithfully, 

D. A, TRIGWELL. >, 


$ 
Treasure i in Heaven - A Tr 


SIR, — Ï was interested- to see your 'note héaded “Treasure in 
Heaven? (July 26th issue). 

Fairly recently I saw a poster headed ‘Divine Tumble Sale’ 
‘and wondered at the time whether this was ‘a gathering of 


- several odd bods for the purpose of seing off a number of odd ' 


` gods. a. . 
S QE T . Yours pills 


Leicester. * goa A. C. ‘CRADDOCK, A;C.LS. 
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- either that the. danek were for. redundancy or that they . 


were entitled to a redundancy payment. Their contract provided ; 
for a ‘normal single day shift week” of 40 hours, coupled with a - 
requirement to work overtime ‘in accordance with the demands © 
of the industry. As regular practice, the employees commonly: | 


worked up to 57 hours a week, and sometimes more, these 


extra hours being paid for at overtime rates. They cohtended 
that the amount of their.redundancy payments should be ooa 


‘on pay for 57. rather than for 40 hours. 


An industrial tribunal and the National Industrial idu 
Court both upheld this view; holding that the circumstances : 
indicated a contractual obligation to work up to 17 hours’ 


compulsory overtime. The . employers ‘contended, however, 


that the employees were obliged to work overtime if required, ' 
but that there was no obligation on the employers to cir 
süch overtime, or to employ the men for more than 40 hours 
in any week. On a true construction of paragraph 1 (1) of the | 
schedule, the. overtime hours should be. disregarded in cal- 


: culating redundancy pay.. a 


. Allowing the employers” appeal,. Lord . Denning, MR, 
observed: ‘(The employee] regularly worked 57 hours a week. 
Seventeen hours were overtime which he was bound to work if ' 


-asked; but the employers were not bound to ask him. He was 
. paid basic rates. for 40 hours and overtime rates for 17 hours. - 


On those facts, the normal working hours were 40 hours a 
week. That is the figure on which the ic pone is 


‘calculated’, ue « ` 


Tarmac Roadstone H oldines Lid. Peacock and others de hs] 
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: This short outline of the aoci of the taste a Banking Summer pv oe y Se 
“School held recently at Christ Church, Oxford, clearly demonstrates that there ~ . eue E 
is a good deal of. common ground Pan the banking. and the accoúnting-. a re i 


“professions, Ris to, et à 


TE a al Banking: Summer ^ 
School.- IBSS for short —.was the | 
invention of. the English Institute ‘of > 
.Bankets back in 1948: this year's was. the’ 


- 26th; annual gathering. In its quarter . 
; century-it has been held in countries às : 


far afield-— and as diverse — as the United 
, States, the ‘USSR, and Australia, "but it 
- comes: bacx to its first; home, at Christ ` 
- Church, Oxford, about. every. third year. 
"This year^was a Christ Church year. ^ '' 
“Jt is a formidably international as- 
«sembly and: places are eagerly sought: 
"numbers are necessarily severely restric- ` 
- ted to arcund 200 members, this year 


uc aN 6r ‘countries: western Europe and . 


eastern Europe, white. Africa and, black ` 
: Africa; affluent countries arid developing 


^. countries. Members are between 30 and 


45, of top management potential, arid 


-.théy come together to learn. from. one 


-another rather than from any set teaching». : 

* The distinguished visitors who -provide 
_ the keynote papers make their cọħtribu-” 
: tions from a few years’ more experience’: 
than, their audience, — .and, of course, 


nS l~, experience at the level to -which :a 
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view that! reet is ‘the’ proper’ aim. "of. 


|, private enterprise, “social responsibility , 
„that . of, government, while perhaps a 
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: among M 50 git banking organizar. E 


. tions in the United States.” 


But: if his paper had» its. bos z 


“majority saw social responsibility as at " specialist interest, other papers shared. it.. 
lowest something that will be increasingly. : Every year the ‘school’. has its wide 


demanded from private énterprise, ind at^ 
a different level, as. long-term self-” 


- interest. Eastern Eutope doubtless saw. 


‘little. enough:to discuss in this area; not | 
surprisingly, the United States had most | 
to: contribute in well-established activity ` 


in: employment. Povey. and. ee 


_. development, . 


! Financial ld 


; ` Indeed, 


t 


social- responsibility was 
-cluded by. one .of the keynote speákers, 
himself. from: the United States, in his: 
list of reasons for: maximizing earnings. . 
Mr Thomas. I. Storrs is the chief execu- 


` tive officer of the North Carolina ‘National.’ 


Bank and.a director of Black and Decker, 


and his paper, on'‘Financial Planning and ` Members . did : on occasion concern. . 


Control’, was erhaps the most interest- 
p P 


- ing for- accountants of the school's eight | 


. moving. 'Question-time i in these circum- | 
` stances can produce its ration of stimulat- . 


ing discussion, Uo, 


ae 


Fresh insights T". 


at 


It is in the nature of the school: chat : 
^. members -eave not with answers to their- 
. problems but with fresh insights into the 
nature of those problems. It would be too 


> much. tó hope that the school this year 


a 
ry 


oy * could have produced a collective answer 
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topica: 


tothis year’s overriding banking question: 


 majority-of members,. ex hypothesi, are ` 


ep D 
' f 
E 


: papers. Tt. ‘opened with a firm statement: 


"Earnings: are not only an end in. 
eme but also the ultimate stan- 
dard for all of us in judging how well we . 
did our job of using scarce resources to. ` 
provide. products and' services to the 


public — and also they are the standard Finance and. Services’, 


m 


-generic subject. This year it.was .the 
“Business.of Banking”, which could 1 give. 
"the uninstructed layman an. unduly 


restrictive .view of its. substance." . Mr '-- 


Russell ` Clark, economic. adviser' arid 
‘senior ifiterriational executive (special. ' 
relations). .of the National Westminster - 
"Bank, introducing his. paper on. “The. 
. Economic Background’, made the point : 
- that finance. is the centré. of economics; 
and economics is the centre of politics; ' 
so bankers are at the heart ‘of things. 


There. was little in the- discussions that 
could be rated .of purely introspective. y 


interest. 


` ~ 


- Staffing and Services. DE 


. themselves with essentially * domestic. 


subjects: "staffing, for: instance, and. 
services — the matters that affect’ the 


Norwich’ or Nairobi. As Mr” Malcolm ; 
Willcox, :» : ‘assistant : * chief - general. 


~- customer in the High Street, whether in ú 


‘manager of the Midland Bank, said when. 


he” introduced his paper: on “Personal: 
the international 


for judging how well we managed. out: activities of bankers rest on à strong. home 


, compariy in the process.’ 


Devéloping this: thought at Oxford; he 


a 


base. His paper had its obvious interest: 
. to bank customers — in, for example, his... 


ped to the other virtues,of earnings —. ` emphasis on the continuing importante of. 
. they produce. growth, they provide ACCESS, 


. to capital markets, they:.attract talent: to 


the. company, they: makè product de-. 


-¿velopiment and innovation possible = and ` 


. how to cope with the continuing currency, 


crisis. Bu- fixed and floating rates, two-- 
 tiér possibilities, and. the ` questionable 
_, potential of gold were: - canvassed ^ at 
~ length and sométimes.in.depth.. 

And, no. doubt significantly, social . 
:: gesponsib: lity loomed large throughout 
the: fortnight, the hardliners pressing the 


~ 


The Busnes of Banking; published. by te 
“Institute of Bankers, ro Lombard. Street, 
" Loridon*EC3V: 9AS (241 :pages, £2 cloth 


Di 1:25 paper) .contàins the eight keynote. E 


papers anc the agendas, for the 14 discussion. 


Me 
A k 
RI 


' they.support government through taxes, 


. and can finance social and environmental 


change: his own bank's lending pro- 


gramme" to lower income groups, for . 


example. . | 
Mr Storrs” paper eee a ‘detailed 
description of the financial planning’ that’ 


. guides his bank; and ‘it cited performance” 


« 


that entitled him to: speak m some. 


authority: ^^ .. ^ 


‘Our’ compourid eae rate of- 224. 
per cent in earnings. per share for the : 


five years ended 1972: resulted in our. 


being ranked y number'one on this, count ' are re any) pero to bank personnel. Hei is 
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the personal relationship between banker , : 
and customer amid increasing technologi- * 
cal impersonalization - —and, at à different - j 


evel, where he said: 


“I think it is also true that there will | Bé i 
increasing scope for competition þe- ` 


' tween financial institutions — achieved: in: 


- some, instances by the, reversal of legal , 


restraints which have previously képt ^ 
.., some businesses out of the field. Equally., 
itis my belief that the trend everywhere: 2 


will be, away from: restrictive practices’ 


which have mo me p had similar `. 


-results.’.’ 


‘Certainly Mr T. P. a on id 


- nel Management’ was not concerned : 
exclusively, with problems (if indeed there. 
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currently President of the Institute of 
Personnel Management, and his experi- 
ence in industry before he joined Williams 
& Glyns as executive director (personnel) 
gave his survey its own authority. 

But inevitably the wider topics had a 
wider interest outside banking. Mr H. 
Strasser, general manager of the Swiss 
Bank Corporation, dealt primarily with 
the position of Switzerland in his paper 
on 'Finance for Industry and Com- 
merce', and in the light of overall Swiss 
performance that position must command 
attention; while his comments as a 
Swiss banker on the international finan- 
cial markets in which he operates, on 
multinational activities in banking and in 
industry, and on financial planning had 
their particular point. 


International trade finance 


Mr K. H. Beyen came from Amster- 
dam, where he is managing director of 
the Amsterdam-Rotterdam Bank, to in- 
troduce his paper on ‘International Trade 
Finance', in which he discussed the 
problems presented by the current cur- 
rency chaos — problems which, as he 
pointed out, have still not prevented a 
vigorous growth in world trade: 18 per 
cent in 1972 (against 12:1 per cent in 
1971), to a record volume of $760 billion, 
a tripling in ten years; even discounting 
price increases, the 1972 growth was 
9 per cent. But the problems are sub- 
stantial and, he said: 


‘I would add that this has been true 
"for the time being", and that it has 
sometimes been made possible by the 
existence of certain escape routes in the 
form of alternative methods of financing 
which the banks were still in a position 
to offer.' 


The Eurocurrency market has played 
its part here, but the dislocation caused by 
monetary instability, and its cost — not 
least in increasingly complicated attempts 
to insure through forward exchange — are 
formidable brakes on enterprise. At 
Oxford Mr Beven declared himself an 
optimist: there is a strong will towards 
co-operation, and the banking system is 
playing a flexible and creative part in 
meeting the problems. 


Advice for industry 


Mr C. H. Villiers, chief executive of 
the Guinness Peat Group and from 
1968-71 managing director of the In- 
dustrial Reorganization Corporation, was 
emphatic on the duty of the banker to 
provide, in the title of his paper, ‘Advice 
for Industry and Commerce'. He recog- 
nized that the traditional conservative 
banker confines himself to the tactics 


“ACCOUNTANT > 


rather than the strategy of business, but 


‘I am sure that good bankers can 
greatly help themselves, their customers 
and the economy by early, firm and 
experienced advice. Declining com- 
panies are usually “in the bank” and 
the banker’s leverage is considerable. He 
has the right, indeed the duty, to inquire 
as to how his money is being used, and 
this provides the opportunity for the 
giving of what I have called clinical, 
experienced and private advice.’ 


Clearly there are problems: what if the 
advice is so unacceptable as to risk the 
loss of the account to a competitor? — a 
question that cropped up more than once 
during the fortnight. And arising even 
more frequently, looking outward to 
continental practice, should banks par- 
ticipate directly in their company cus- 
tomers’ management? The supervisory 
boards to which the EEC may bring us, 
and German experience in bank equity 
participation were perennial topics, and 
Mr Villiers discussed them at question 
time, himself advocating merely an active 
management consultancy by the banks. 

Perhaps the most valuable of the papers 
were the first two, Mr Clark’s, already 
briefly referred to, and the opening paper 
of the school, “The Banking Spectrum’, 
in which Mr R. G. Dyson, deputy 
chairman of Barclays Bank International, 
and a director of Barclays Bank and this 
year’s President of the Institute of 
Bankers, surveyed the 25 years since the 
first IBSS assembly at Oxford. 

Mr Clark crisply encompassed the 
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political difficulties in the way of cur- 
rency reform, the need for a strong IMF 
and a new currency base, the formidable 
and increasing influence of the oil 
countries, and the shifting balance of 
economic power, with Japan as the pace- 
setter, investing overseas now, near home 
and in Europe and North America. Mr 
Dyson provided a concise financial 
history of the quarter century, and 
reviewed the present banking environ- 
ment, in the High Street at one level and 
at another influenced by the emergence 
of the multinational company with its 
far-reaching implications for international 
finance and indeed for the whole political 
scene. 


Wide-ranging 


These two papers provided an admir- 
able perspective for the fortnight, which 
included its 14 formal discussion topics — 
from finance for the developing countries 
to international financial centres, from 
marketing to the provision of consumer 
credit. By now most members are back 
home, with memories of a visit to Filton 
to look at Concorde and the British 
Aircraft Corporation, and another to 
London to lunch, inter alia, at the Man- 
sion House with the Lord Mayor, and 
to be received by the Governor at the 
Bank of England. More important, they 
surely have also a wider understanding 
than before of what banking, and eco- 
nomics — and politics — world wide are all 
about. 





Tom Tower and Mercury at Christ Church, Oxford 
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Whatever Happened 


to Surtax? 


by P.R. SWINNERTON, F.C.A., A.T.I.l. a senior 


consultant lecturer with the London School of Accountancy 


N acquaintance of mine who is a 

chartered accountant recently told 
his clients that surtax had been abolished 
with effect from April 6th, 1973, and it 
seemed such a shame to break up the 
celebrations by telling them that there 
were higher rates of income tax to com- 
pensate and that they would not be that 
much better off after all! 

The system of unified personal tax 
which has been introduced with effect 
from 1973-74 combines personal in- 
come tax and surtax under one heading 
and at the same time sets out to simplify 
the whole concept of personal taxation 
by the abolition of earned income relief 
and a corresponding reduction in the 
basic rate (no longer the standard rate) 
of tax to 30 per cent. 


An incorrect impression 


Because of the departure of earned 
income relief it was also necessary to 
increase the personal allowances to 
compensate and this has duly been 
done for 1973-74, leaving the rather 
unfortunate and wholly incorrect im- 
pression among many of the public 
that there has been an all-round increase 
in allowances and a corresponding re- 
duction in tax liability. 

By the abolition of earned income relief 
and reduction the basic rate of tax, a 
lower liability arises on unearned income. 
To correct this unacceptable preference, 
the investment income surcharge has 
been introduced at a rate of 15 per cent 
on all unearned income in excess of 
£2,000 per annum. 

When determining whether the un- 
earned income exceeds {2,000 it is 
permissible to deduct any allowable 
charges paid, but except in very rare 
circumstances, personal allowances may 
not be used to reduce the unearned 
income. 


Taxing dividends 


Coupled with the introduction of the 
unified system is a change in the method 
of taxing dividends which is linked to 
the new system of corporation tax. 


Whereas in previous years dividends 
were taxed by deduction at source, this 
system has ceased for 1973—74 onwards 
and dividends are now declared and 
paid without any tax deduction at all. 
However, on paying a dividend the 
company is required to make a payment 
on account of its next corporation tax 
liability, calculated as a proportion, at 
present 3/7ths, of the total dividend paid. 

From the shareholder's point of view, 
this proportion is treated as a tax credit 
attaching to the dividend received, and 
this tax credit is regarded as being an 
account of the tax liability at the basic 
rate on the dividend. 

For the purposes of calculating liability 
at the higher rates of income tax it is 
necessary to include in the taxpayer's 
total income not only the dividend 
received but also the tax credit of 3/7ths 
of the dividend. Dividend income is 
therefore no longer taxed at source but 
subject to assessment, and the schedule 
under which this assessment is raised is 
Schedule F. 

In the event of a taxpayer having no 
liability to tax or a liability in total of 
less than the tax credit, he may reclaim 
the excessive part of the credit in much 
the same way as excessive tax suffered 
by deduction from dividends at source 
was reclaimable in the past. Repayment 
claims in respect of tax on other income 
remain exactly the same. 


‘Notional’ tax 


With the departure of surtax the treat- 
ment of building society interest re- 
ceived has of necessity undergone amend- 
ment. This interest is still not liable to 
tax at the basic rate, but is liable at the 
higher rates and to the investment 
income surcharge. 

The principle of including a grossed- 
up amount of interest for these higher 
rates has been retained by the creation of 
a 'notional' tax credit similar in all 
respects to the actual tax credit except 
that in the case of building society 
interest received, the ‘notional’ credit 
is not repayable in the event of a lower 
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total tax liability. The amount to be 
included for the surcharge etc., is, 
therefore, the interest received plus 3 /7ths 
‘notional’ credit. This credit must, 
however, always be deducted from the tax 
in arriving at the total liability in order 
to give effect to the basic rate exemption. 

The only other income requiring 
special treatment is interest arising on 
an ordinary account with the National 
Savings Bank, Trustee Savings Bank, 
etc., where the first £21 was previously 
exempt from income tax, but liable to 
surtax, where appropriate, at the grossed- 
up amount. Under the unified system, 
the first £21 of interest (£42 from 
1974-75 onwards) is exempt from all tax, 
including the investment income sur- 
charge. 


Treatment of charges 


It is now necessary to consider the 
treatment of charges and, in particular, 
those from which income tax is retained 
upon payment. As far as the charges paid 
gross are concerned, deduction is made 
as in the past whilst charges paid under 
deduction of tax are ignored since the 
taxpayer receives his relief by being 
able to retain the tax deducted. However, 
where the income, less personal allow- 
ances, is less than the annual payment, 
the personal allowances are to be re- 
stricted to ensure that the Inland 
Revenue receive tax equal to the amount 
retained, as a minimum. 

The treatment of personal allowances 
under the unified system is basically 
different since they are now deducted 
direct from income and not given in 
terms of tax relieved as in the past. 
Although this will not alter the layout 
of personal computations, it is an import- 
ant change in the principle of taxation. 

Two personal reliefs, closely related 
to earned income relief, have been 
abandoned. They are small income 
relief and age relief, although age exemp- 
tion has been retained. A change in the 
method of giving life assurance relief 
was necessary to avoid extending the 
relief to the higher rates of tax. This 
relief is now given by deducting from 
the tax liability an amount calculated as the 
allowable premium at half the basic rate. 


Basic rules remain 


It cannot be stressed too much that the 
unified system is a change in the method 
of calculating the tax liability and does 
not affect the rules laid down for cal- 
culating the income chargeable to tax, 
which remain the same as before. 
Although the clients who celebrated 
the abolition of surtax were rather 
premature in their reaction, there is 
still some cause for celebration among 
those with unearned incomes below 
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[2,000 for their tax bill in the future 
will be less by a worthwhile amount. 


POLYTECHNIC'S NEW 
ACCOUNTING DEGREE 


Tue Polytechnic of North London has 
received CNAA approval for an honours 
degree course in accounting studies, which 
will be starting in September. The 
degree course includes economics, ac- 
counting, law, business mathematics 
and computing, operational research 
and behavioural science. There will also 
be a special course of seminars in business 
problems and strategy. 









r 


ACCOUNTANT 


The polytechnic claims that this will 
be a unique accounting degree in the 
Inner London area, both because it 
contains a sandwich element, with its 
blend of academic and practical work, 
and because students are offered a 
choice of optional subjects in the final 
year of the course, in addition to the 
central core of accounting and finance. 

The senior tutor for the course is Mr 
Richard Nunns, M.A., A.C.A., Principal 
Lecturer in the Department of Pro- 
fessional Studies. He comments: 'It is 
very gratifying to be starting the degree 
course after nearly two years of prepara- 


tory work; the only thing that is bothering 
me at present is that the backwoodsmen 
among accounting practitioners are still 
advising school-leavers to start accounting 
office work straight away, without ''wast- 
ing time" on higher education'. School- 
leavers, he says, are being misled as 
there are unquestionable advantages in 
starting a career in accounting through 
a business-oriented degree. 

Details regarding the degree course 
are available from the Polytechnic’s 
Department of Professional Studies, 
Ladbroke House, Highbury Grove, 
London N5 2AD; telephone 01-359 0941. 


London Students’ Memorandum 
to Privy Council 


ARISING from amendments submitted to 
the Privy Council by The Institute of 
Chartered Accountants in England and 
Wales on its Supplemental Royal Charter 
of 1948 and bye-laws following the 
Institute’s special general meeting in 
June (The Accountant, June 7th), the 
London Chartered Accountant Students’ 
Society has sent to the Privy Council a 
memorandum in the form of a critique 
of the proposed amendments. 

Comment is made in the introduction 
to the memorandum that the Institute 
has consistently refused to grant any 
meaningful representation to the student 
members of the profession, the articled 
clerks. At present there is but one 
student on the Institute's Education 
Committee and one on the Articled 
Clerks’ Committee and these are not 
representatives appointed by and answer- 
able to student societies, but are rather 
nominees of the Institute Council. 


No consultation 


It is not surprising, therefore, states the 
memorandum, that the amendments to 
the Supplemental Royal Charter of 1948 
and the bye-laws of the Institute adopted 
at its special meeting on June 5th, were 
formulated without consultation with 
representatives of the articled clerks and 
take no account of the policies which 
articled clerks have long been advocating. 

The object of the Society’s memor- 
andum is to state why they believe articled 
clerks should have been consulted; to list 
their objections to the Institute’s pro- 
posed amendments, and briefly to outline 
alternative proposals. 

The case for representation of articled 
clerks’ views in the decision-making 
processes of the Institute, says the Society, 


can be argued first on the grounds that 
articled clerks are future members of the 
Institute and, indeed, are present mem- 
bers of the profession. It is unsatisfactory 
that they should have no say in the formu- 
lation of decisions which will affect them 
now and throughout their working lives. 

The case, it is stated, can also be argued 
on educational grounds. The student 
should be able to play a part in deciding 
teaching methods, course content and 
methods of assessment. It is high time, 
declares the memorandum, that the 
Institute also fully adopted this principle. 

On the Institute’s proposed amend- 
ments, the Society says that, in general, 
whereas it appreciates the value of draft- 
ing the Supplementary Royal Charter and 
bye-laws in such a way that constant 
application to the Privy Council for their 
alteration is avoided, it believes that in 
some cases the enabling powers which the 
Institute proposes to assume are too 
broad and leave students with inadequate 
safeguards. 

Additionally, some of the proposed 
amendments to the Supplementary Royal 
Charter and bye-laws, particularly those 
which continue the concept of restrictive 
employment of students, are so contrary 
to the Society’s policy that it suggests 
the Institute should be encouraged to 
re-draft them. 


Call for public inquiry 


Discussing alternative proposals on the 
system of articles, the memorandum 
declares that the Society would welcome 
a public inquiry into professional 
training. It adds: ‘We have prepared 
and are continuing to develop our 
recommendations concerning this, but 
immediately we do not think the 


amendments proposed by the Institute 
are sufficiently extensive. We believe that 
articles should be discontinued as a 
concept whereas here the Institute is 
proposing merely to discontinue them as 
a name.’ 

The Society expresses the view that 
there should be no training contract 
between student and principal. Rather 
that there should be a minimum standard 
of training laid down by the Institute and 
set out on a training record, for the time 
being to be maintained by the Institute, 
completion of which should be required 
for entry into the profession. 


Normal terms of employment 


‘Students’, says the memorandum, 
‘should be employed by public practices 
under normal terms of employment. A 
practice should, at its option, be author- 
ized by the Institute to train a number of 
students for all or part of the experience 
required to be evidenced in the training 
record. The number of students and the 
extent of the training that a practice is 
considered capable of supporting should 
be determined case by case by the nature 
of the practice as assessed by the Institute’. 

An overall feature of the system of 
training, it is stated, should be the 
discontinuance of the restrictive contract 
between employer and employee which 
was so much a part of a method of voca- 
tional training which is now obsolete. 

It is unfortunate, concludes the memor- 
andum, that disagreements between diff- 
erent interest groups within the profes- 
sion should have to be the subject of 
representations to the Privy Council. 
‘This state of affairs has resulted from the 
failure to provide for meaningful repre- 
sentation within the counsels of the 
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^ -— Institute of the views of its students. We 


would welcome any improvements in the 
field of student representation which 
would enable such disputes to be solved 
amicably within the profession.’ 


TUITION AT SHEFFIELD FOR 
ICA FINAL PART | EXAM 


In September, the Sheffield Polytechnic 
is commencing a block release course 
leading to Part I of the November 1974 
Final exam of the ICA in England and 
Wales. As the course becomes estab- 
lished, additional courses leading to the 
Part II Final exam will be started. 

The course will be over a period of 
four terms, the pattern of tuition being 
as follows: term 1: end September, 
to end October, — five weeks full-time; 
term 2: February, 1974 - one week 
full-time; term 3: June, 1974 — 1 week 
full-time; and term 4: five weeks prior 
to November, 1974 exam — five weeks 
full-time. 

During the periods between full-time 
tuition, tutorial contact will be maintained 
with students. It is envisaged that each 
subject tutor will see students for two or 
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three hours during each of these three 
periods. Tutorial periods will be arranged 
as evening meetings in small groups. 

The period of full-time study, r2 
weeks, if taken for both Final Part I 
and II exams, will involve a total of 24 
weeks study leave. This is in accordance 
with the Institute's proposals in respect 
of articles registered after August rst, 
1973. Students who have registered 
articles prior to this date and have 
attended a foundation course may have a 
shortfall of approximately eight weeks 
study leave. This can be accommodated 
by extending articles by eight weeks. 

Whilst the course is designed to follow 
the foundation course run by the Poly- 
technic, attendance on the foundation 
course is not a requirement of entry to 
the Final Part I course. The only entry 
requirement is a pass or exemption from 
the Intermediate exam. 

Fees for the course will be approxi- 
mately £20 and those wishing to apply 
for a place should do so immediately to 
Mr P. Beighton, Department of Ac- 
countancy and Professional Studies, 
Sheffield Polytechnic, Pond Street, 
Sheffield S1 1WB. 
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LETTERS TO ROUNDABOUT 


CASSL Controversy 

SIR, — Mr Pattni's failure to understand 
the opening paragraph of my recent article 
is forgivable, however his statement 
(‘Roundabout’, July 26th), that my com- 
mittee brought about the deficit reported 
in the 1971 accounts is not only factually 
incorrect but is a gross insult to myself and 
the committee and officials who worked 
with me when I was Chairman of CASSL 
for 1971—72. 

As Mr Pattni (now the Honorary 
Secretary of CASSL) has displayed some 
alarming misconceptions about the opera- 
tions of budgetary control and the finances 
of CASSL, perhaps I can be of some 


. assistance to him through your columns. 


The financial year of CASSL runs to 


- December 31st whereas the Chairman's 


year runs to June 3oth or thereabouts — 
CASSL’s annual report is printed in May 
each year. The Chairman's report does not 
form part of the accounts (for confirma- 
tion, Mr Pattni should read the report of 


the auditors). 


A Chairman of CASSL is, therefore, 


reporting on his first nine months of 
_ office while the accounts which his report 


accompanies are mainly the product of the 
Chairman and committee prior to his. The 
reason for this, Mr Pattni, is that it is 
sound financial practice to produce a 
budget for a full financial year before that 
year commences. 

In other words, the committee of which 
I was Chairman, and Mr David Richards, 
F.C.A., the Honorary Treasurer, produced 
the budget for the 1972 accounts which 
showed a healthy surplus and you, Mr 


Pattni, are presently operating under the 
budget prepared by Richard Vinson and 
his committee. 

After some time as Honorary Secretary 
you will observe that major changes in 
CASSL's committed expenditure or sub- 
scription income take at least four months 
from conception to implementation. There- 
fore, an incoming Chairman has little 
room to manoeuvre in the financial year 
in which he is elected. Finally, I suggest 
Mr Pattni studies carefully a copy of 
CASSL's 1971 accounts and he will 
observe that the deficit in that year was 
mainly the result of exceptional and non- 
recurring expenditure on pensions. 

I applaud Mr Pattni's sentiment that 
this will be a year for the students (as the 
last few years have been) and I hope it 
will also be a year for integrity in public 
statements. 

Yours faithfully, 
KEVIN LENNON. 


ACASS Salary Survey 

SIR, — I am most concerned that although 
a year has passed since I drew attention to 
the fact that 30 per cent of articled clerks 
earned less than £650 p.a., the recent 
ACASS survey (‘Roundabout’, August 
2nd), shows that 25 per cent still fall into 
this category, in spite of the fall in the 
value of the pound. 

For the survey to state, ‘just over half 
are paid below £1,000 p.a. when in fact 
the figures show a total of 65 per cent — 
yes, nearly two out of three articled clerks — 
we are seriously understating our case. 

Yours faithfully, 
Halifax. 


Chelmsford. 


DAVID G. KENT. 
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Law Students' Salaries 


SIR, — A university lecturer receives a 
good deal of feed-back from those who 
were his pupils concerning the topic of 
salaries (Law Students” Salaries Plight, 
‘Roundabout’, July 12th), and the related 
issue of instruction of articled clerks by 
their principals. From these a number of 
quite extraordinary experiences might be 
culled, such as the articled clerk who had 
the misfortune to become articled to a 
principal who also did the legal work for a 
local authority: the unfortunate clerk spent 
virtually the entirety of his articles in the 
repeated drafting of drainage easements! 

There was likewise the very able 
graduate for whom the university authori- 
ties went to some pains to arrange an 
articled clerkship at a substantial salary, 
only for the graduate to be asked by a 
member of the Law Society interviewing 
committee why the graduate had not 
chosen to enter into articles without any 
salary and to pay a premium on top in 
order to preserve his right to personal 
instruction ! 

Instances of this kind are, happily, 
relatively rare. What is of greater signi- 
ficance for the generality of entrants to the 
profession is that in the writer's experience 
there is fairly widespread evidence that 
the Law Society's recommended scale of 
payment to articled clerks (which is, 
of course, not mandatory) is often dis- 
regarded to a very appreciable extent. 

An articled clerk with a law degree and 
who has passed the bulk of his profes- 
sional examinations also, and who may 
therefore reasonably suppose to be of 
considerable use to his principal, at any 
rate after having had a year's practical 
experience in the office, is not infrequently 
paid in the region of only two-thirds of 
the recommended scale even during the 
second year of articles. 

It seems unlikely that anything short 
of a mandatory minimum scale will remove 
this grievance which, so far as my own 
experience goes, seems to be quite wide- 
spread. The mandatory minimum scale 
should still be accompanied by a higher 
recommended scale as a guideline to 
what ought to be paid to an articled clerk 
who is able to pull his weight in the office. 

As regards the question of student 
representation on the Council of the 
Law Society, there is no doubt much to be 
said for the view that those who will 
shortly become fully qualified members 
of the profession should be able to voice 
an opinion concerning matters affecting 
the profession. 

It should, however, be remembered that 
the power of decision will continue to lie 
in the hands of the more elderly members, 
and that in most large organizations a 
great deal of the power in practice resides 
in committees rather than in the whole 
governing body. Hence it may well be that, 
even if representation were to be granted, 
the benefit would be to morale rather than 
in any more tangible form. 


Yours faithfully, 
LAW LECTURER. 
Name and address supplied. 
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PROFESSIONAL NOTICES 


BINDER, HamLYN & Co, Chartered 
Accountants, announce the formation of 
BINDER DIJKER OTTE & Co, in partner- 
ship with DIJKER EN DOORNBOS, a firm 
of Registeraccountants, and DEUTSCHE 
WARENTREUHAND A.G. practising as Wirts- 
schaftsprufer. The purpose of this new 
firm is to provide professional services 
in Europe and initially its main offices 
will be in Amsterdam, Brussels, Ham- 
burg, London, Milan and Zürich. There 
will also be an associated office in Paris. 
Discussions are currently taking place 
for opening offices in other European 
countries. 


RHODES, STRINGER & Co, Chartered 
Accountants, Royd House, 286 Manning- 
ham Lane, Bradford, Yorkshire, an- 
nounce that Mr Thomas M. RHODES, 
F.C.A., their senior partner, retired from 
the firm on June 3oth last, and that he 
will commence to practise under his own 
name on September 1st at Unity House, 
Sydney Road, Manly, New South Wales, 
Australia. 


APPOINTMENTS 


Mr Roy Bubb, A.I.M.T.A., previously 
clerk and chief financial officer, Bakewell 
UDC, has been appointed chief executive 
of West Derbyshire. 

Mr E. Eaton, A.C.C.A., has been 
appointed chief accountant of Arthur 
Guinness Son & Co; he was previously 
group deputy chief accountant. 

Mr T. Judd, a.c.a., has been appointed 
a director of Gilbert Rice, Ford main 
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dealers. He continues to act as company 
secretary. 

Mr Ian R. Lister, A.C.C.A., was recently 
appointed chief accountant of J. R. 
Graham, of Paisley. 

Mr Robin Billen, a.c.a., has joined 
Reed Executive Selection as a consultant. 





Mr R. Billen Mr H. R. Collum 

Mr H. R. Collum, a.c.a., has been 
appointed financial technical director of 
Courage. He has been group management 
accountant since 1972. 

Mr Leslie Crutchley, F.C.A., chief 
accountant of Canada Dry (UK), has been 
appointed to the board of the company. 





Mr A. B. Richards 


Mr L. Crutchley 


Mr A. B. Richards, C.A., has become a 
director of the Scottish office of Old 
Broad Street Securities, the merchant 
banking arm of United Dominions 
Trust. Mr Richards is senior partner in 
Touche Ross & Co, Edinburgh. 


Mr Philip Morgan, A.C.A., has been 
appointed chief accountant and adminis- 
trator of Mangood, the American-based 
company which recently acquired Girling 
Industrial Products Group. 

Mr T. A. Nicklin, F.C.A., A.I.ARB., who 
was recently appointed secretary of the 
Wrought Hollow-ware Trade Employers' 
Association, has also been appointed by 


the Secretary of State for Employment to 
be a member of the Hollow-ware Wages 
Council (Great Britain) as a representa- 
tive of the employers. Mr Nicklin is in 
practice at Halesowen and Stourbridge, 
Worcs, and is a director of a number of 
Midland companies. 


Mr A. A. Paris, A.C.C.A., has become. 
audit manager of Norton Keen & Co, 
Chartered Accountants, in London. 


Mr John W. Russell, A.C.C.A., is now 
chief accountant of Jacob Rohner AG, 
Switzerland. 


Mr H. C. Shaw, r.c.4, has been 
appointed special adviser to the chief 
executive of Reckitt & Colman. 


NATIONAL COMPUTING 
CENTRE 


The Department of Trade and Industry 
has announced the appointment of Mr 
Fraser Mitchell, F.c.a., as deputy chair- 
man of the National Computing Centre. 
A director of Coopers & Lybrand As- 
sociates Ltd, Mr Mitchell has been 
responsible for their management con- 
sulting practice in the Midlands since 
1967. He has been associated with the 
NCC for many years, both as an elected 
member of Council and as chairman of 
the Midland Members' Association, and 
is currently chairman of a review com- 
mittee set up by the Council to determine 
the most effective role for the Centre over 
the next five years. 


EEC — EXPANSION 
OPPORTUNITIES 


London Residential Conference 


The London and District Society of 
Chartered Accountants is organizing a 
top level, two-day residential conference 
on the EEC, at the Skyway Hotel, 
London Airport, from October 31st to 
November rst. 

Papers will be given by experts and 
there will be every opportunity for those 
attending to learn at first-hand some of 
the practical problems of establishing a 
foothold in the EEC. 'T'he conference will 
cover the difficulties facing companies 
with regard to community law; the pro- 
cedure for a merger or acquisition; the 
role of the banks in the enlarged com- 
munity; property investment; share 
quotations on EEC bourses; market 
research and advertising; and trade union 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION 


01-402 8361 
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organization. Time will be made avail- 
able for members' questions and dis- 
cussion groups will be arranged. 

Lord Sandon, T.D., deputy chairman, 
Coutts and Co and deputy chairman, 
National Westminster Bank, will take 
the chair on the first day, and Sir Philip de 
Zulueta, chief executive, Antony Gibbs 
& Sons, will be the chairman on the 
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second day. Mr Victor Feather, C.B.E. 
and Mr Peter Rees, Q.c., M.P., will be the 
guest luncheon speakers. 

The fee for the conference is £65-+ 
46:50 VAT, and further information and 
application forms can be obtained from 
the Secretary, London and District 
Society of Chartered Accountants, 56 
Goswell Road, London EC1M 7AY. 





The Institute of Chartered Accountants in 
England and Wales 


Disciplinary Committee — Hearing on 24th October, 1972 


Christopher Mark Harris, F.c.a., Box 
43233, Nairobi, Kenya having been found 


- guilty of acts or defaults discreditable to 


a member 
(a) in that he on or about 23rd June 
1971 stole K3,000 the property of 
his employers 
(b) and in that he on or about 28th 


October 1971 stole K516.71 the 
property of his employers 
(c) and in that he on or about 22nd 
November 1971 stole K6,o00 the 
property of his employers 
(d) and in that he on or about 3oth 
November 1971 stole K6,166 the 
property of his employers 
was EXCLUDED from membership. 


Disciplinary Committee — Hearings on 19th June, 1973 


1. Brendan Patrick Dolly, F.c.a., of 27; 
St. James Road, Dudley, Worcestershire 
having been found guilty of an act or 
default discreditable to a member 


in that he on 16th December 1970 


signed a report in respect of a solicitor 


to the effect that as required by Rule 
(4) (i) (f) of the Accountants’ Report 
Rules 1967 he had compared the total 
of the individual liabilities shown by 
the clients’ ledger accounts as at 31st 
December 1959 with the cash book 
balance on client account on that date 
and that the figures were in agreement 
as was the cash book balance on client 
account in agreement by reconciliation 
with the cash balance on client ac- 
count whereas he knew or ought to 
have known that the books showed on 
that date liabilities to clients materially 
exceeding the amount of cash standing 
to the credit of client bank account 


Was REPRIMANDED. 


2. Gordon Edward Richard England, 
A.C.A., of 4, Cinema Building, Poole Road, 


FOR C.A. 
EXAM 
PASSES 







Westbourne, Bournemouth, Hampshire 
having been found guilty of acts or 
defaults discreditable to a member 


(a) in that he when as liquidator of a 
company it was his legal and 
professional duty to file with the 
Registrar of Companies an account 
of proceedings in and the position 
of the liquidation during its first 12 
months within 30 days after 6th 
August, 1969 and thereafter at six 
monthly intervals without good 
cause failed to file any account 
relevant to the liquidation until 
12th January 1973 


(b) and in that he when as liquidator of 
another company it was his legal 
and professional duty to file with 
the Registrar of Companies an 
account of proceedings in and the 
position of the liquidation during 
its first 12 months within 30 days 
after 21st August 1969 and there- 
after at six monthly intervals 
without good cause failed until 
20th September 1972 to file any 
accounts in the said liquidation and 
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failed until 22nd January 1973 to 
file accounts due on 21st February 
1972 and 21st August 1972 


Was REPRIMANDED, 


3. William George Luscombe, F.C.A., of 
241, Mitcham Road, London S.W.17 
having been found guilty of acts or 
defaults discreditable to a member 


(a) in that he without good cause 
failed within a reasonable time 
to reply to a letter addressed to him 
in his professional capacity on 
13th December 1972 by a company 


(b) and in that he at London without 
good cause failed within a reason- 
able time to reply to a letter 
addressed to him by the Institute on 


4th April 1973 
was REPRIMANDED. 


4. Ronald Derek Thornton, F.c.a., of 
233, Blackbull Lane, Fulwood, Preston, 
Lancs having been found guilty of acts or 
defaults discreditable to a member 


(a) in that he when as liquidator of a 
company it was his legal and 
professional duty to file with the 
Registrar of Companies an ac- 
count of the proceedings in and 
position of the liquidation during 
its first twelve months within 
thirty days after 28th July 1967 
without good cause failed to file 
any account relevant to the period 
until r3th September 1968 


(b) and in that he when as liquidator of 
a company it was his legal and 
professional duty to file with the 
Registrar of Companies at six 
monthly intervals accounts of the 
proceedings in and the position of 
the liquidation without good cause 
failed until 22nd June 1972 to file 
such accounts for the periods end- 
ing 28th January 1968, 28th July 
1968, 28th January 1969 and 28th 
July 1969 and 28th January 1970 

(c) and in that he between 31st March 
1967 and 31st December 1972 
without good cause failed to take 
any or adequate steps to hold the 
Final Meeting of a company of 
which he was then the liquidator 


Was REPRIMANDED. 
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We exaggerate, of course. But it does illustrate our point that one 
doesn't have to go to extremes in the quest for industrialor — 
commercial property. Not when it's so easy to contact an organisation 
which has specialised in such property for nearly 120 years. 

Maybe we have just the site, or the building, you're looking for. 


And much nearer home. EDWARD RUSHTON SON & KENYON 


Industrial Estate Agents and Auctioneers 
Kings Court, Exchange St. Manchester M2 3AX. Tel: 061-834 1814 
2 Duncan Terrace, City Road, London N1 8BZ. 
Tel: 01-278 6951. 
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school fees 


There are considerable savings of both Income Scheme 


money and worry in planning early to Where capital is not available, pre-payment out of 
meet school fees commitments. income secures big savings. Premiums can be fixed 


Here are three of the many schemes we or graduated in step with income expectations. 
can tailor to individual needs: School Fees Insurance Agency Ltd 


Capital Guaranteed Scheme 10 Queen Street, Maidenhead SL6 1JA 
Phone 22323 (31010 24 hour service) 


$” PUR FER ERU 2 AA DOREM FERN 
A new and exclusive SFIA move to meet the effects 


2 Please post me full details A873 B 
of inflation. Similar to the above scheme but with Name 


part of the capital invested in a ‘growth? Bond to Address E 


counter any rise in fees, 






A sum provided by parents, grandparents, or 
friends is invested to produce a guaranteed total of 
fees. The capital is released from estate duty 
liability, and there are other tax advantages. 


Capital Growth Scheme 
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computer-based management systems. y 


COMPUTATION RESEARCH AND DEVELOPMENT 


DEVON HOUSE, 12-15 DARTMOUTH STREET, LONDON SW1H 9BL 





For sale by auction : monos, 0 
THURSDAY, 26th JULY, 1973—3 p.m. 
FREEHOLD SHOP PROPERTY INVESTMENTS 


LONDON WI 


145 Oxford Street 


Outstanding location at the corner of Berwick 
Street. Let to Thos. Cook £ Son Ltd., at the 
nominal rent of £7,000 p.a. 


MOST EXCEPTIONAL REVERSION 1978 


KIDDERMINSTER 


17/26 Vicar Street 


Supermarket and six shops let to: Lipton (Retail) 
Ltd., W. H. Smith £ Son Ltd., British Shoe Cor- 
poration Ltd., William Timpson Ltd., etc., at low 
rents totalling £35,245 p.a. 

With vacant possession of 8,830 sq. ft. offices 

Joint Auctioneers: WEATHERALL, GREEN & SMITH 


Aldwych House, Aldwych, London WC2 4) W 
01-405 6944 


VALUABLE RENT REVIEWS 1984 


Auctioneers: 


C 





yard 29 St. George Street, Hanover Square, London W1A 3BG. 


DORKING 
108/116 High Street 


Five modern shops let to multiple retailers at 
moderate total rents of £11,250 p.a. 


RENT REVIEWS 1981 
BRIGHTON 


20 Clarence Square, Western Road 


Prominent location within a few yards of Western 
Road, producing £2,000 p.a. with vacant possession 
of maisonette. 


RENT REVIEWS 1977 
WALTHAMSTOW 
5| High Street 


Best retail position next to Marks & Spencer Ltd. 
Let at low rent of £650 p.a. 


OUTSTANDING REVERSION 1977 


e Baker 


01-629 9292 
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(That's the sort of handicap your clients may be giving themselves 
if they are running their businesses without factoring.) 


You consider that an exaggeration ? 

Then you're probably thinking of factoring as it 
used to be. Before the National Westminster Bank 
established Credit Factoring Limited — and brought 
a new professionalism to the industry. 

So open your mind, if you please, and contem- 
plate the variety of invaluable services that Credit 
Factoring can provide for many of your clients... 
e Clockwork-regular payment of all invoices at 
agreed maturity dates — or, if they want It, 
immediate payment on delivery or shipment. 

e Blue-chip advice on their customers’ credit- 
worthiness — backed by 100% guarantee against 
bad debts. 

e Administration of their sales ledgers with an 
alacrity and precision attainable only with special- 
ised computer techniques. (This alone will often 
save them more money than Credit Factoring's 
modest charges cost them.) 

e Coping with all the V.A.T. problems that arise on 
their selling operations. 

e A wonderful smoothing of the way in their Com- 
mon Market and other export transactions.* They 
maintain a single sterling account with Credit 
Factoring. Currency difficulties, customs duties, 
language problems, local collections — all the 
vagaries of foreign trade are handled for them, while 
they receive regular payments right here at home. 

Even that imposing list doesn't cover all the 


possible advantages of factoring. For, very often, 
factoring produces an improved cash flow and 
immediate liquidity that enables businesses to 
expand without going outside for capital. Obviously 
this can be of crucial importance to rapidly ex- 
panding concerns that want to make the most of 
present opportunities. 

Lastly, an odd, intangible, but quite significant 
spin-off from your clients using Credit Factoring is 
that their customers are pleasantly impressed. They 
appreciate the smooth efficiency brought to their 
dealings with your clients, and, like most business- 
men, they are increasingly aware that using a factor 
speaks well for a firm's reputation and awareness of 
modern trends. 

If you think that some of your clients might 
benefit, find out more about Credit Factoring. Con- 
tact Chris Blower, Smith House, Elmwood Avenue, 
Feltham, Middlesex (telephone 01-890 1390) or 
your nearest NatWest branch manager. 

*Our subsidiary Credit Factoring International 
Ltd. has offices in Benelux, Canada, Denmark, 
Finland, France, Italy, Republic of Ireland, Sweden, 
Switzerland, U.S.A. and West Germany. Also local 
agents in all other principal world markets. 


« Credit Factoring Limited 


A member of the National Westminster Bank Group 


August 16th, 1973 
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The New Finance Act 


qa Finance Act 1973 serves to complement and round 
off the work of reform enshrined in last year's Act. In 
that respect it resembles the 1966 Act which tidied up the 
main defects in the twofold reform of 1965 which intro- 
duced capital gains tax and remoulded company tax. 

The introduction of value added tax has an impact no less 
far-reaching than that of capital gains tax, and the imputa- 
tion system of corporation tax is radically distinct from its 
immediate predecessor, necessitating the re-writing of the 
law on close company distributions as well as the intro- 
duction of advance corporation tax. 

Legislation by reference explains the comparative 
brevity of this latest addition to the statute book, but the 
volume of additional matter that has appeared since the 
consolidation Acts of 1968 and 1970 is formidable. Since 
then we have seen the new pensions code (1970); a code of 
capital allowances for plant and machinery (1971), and the 
substitution of the unified system of personal tax for the 
combination of standard rate income tax with surtax. Yet 
the mere updating of tax law on an annual basis does not 
dispense with the need to keep track of the various dates 
from which new law takes effect — often the occasion of a 
Ministerial pronouncement many months before the 
Budget. 

Changes in the law on duties administered by HM 
Customs and Excise have been minimal (see, however, 
“Time of Supply for VAT”, The Accountant, June 16th), 
but stamp duty on companies has been re-cast (The 
Accountant, July 19th). The original proposals for share 
option and incentive schemes were severely handled in 
standing committee and have emerged in modified form 
in the Act. But the complex arrangements for controlling 
group relief, leasing contracts, and partnerships where 
companies are thought to be a vehicle of tax avoidance, 
were too extensive to undergo significant change. 

The estate duty proposals outlined by the Chancellor 
and embodied in the Act were added to at the report stage 
of the Bill by an amendment which went through on the 
nod. Section 51 sets out new rules for the determination for 





estate duty and capital gains tax of open market prices of 
unquoted shares and securities. In effect, the decision of 
the House of Lords in Re Lynall (deceased) (50 A'TC 347) 
has been rendered nugatory for dates after July 5th, 1973, 
and its ‘reversal’ takes retrospective effect in cases unsettled 
by that date. 

An unwelcome aspect of this restrospection lies in the 
possible need to establish fresh values for shares at dates in 
the past where an agreed value on the Lynall principle has 
already been ascertained. Admittedly the intention seems 
to be to assist taxpayers hit by falling values in appropriate 
instances, but the acknowledged burdens on the Inland 
Revenue Share Valuation Department, as well as the pro- 
fessions, suggest that the scope of this measure is ill-judged. 

On the other hand, the greater part now played by 
individual members of the House of Commons in the law- 
making process is borne out by the addition of important 
new clauses alongside the Government's own afterthoughts. 
Section 15 opens entry to pension schemes by directors 
owning more than s per cent of the equity, and does 
so in the nick of time to save them from the State reserve 
scheme. The opportunity to reinvest the proceeds of 
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business assets is extended to three years by section 37, 
and farmers are given a fresh opportunity by section 35 to 
elect for the herd basis. 

The privileged occupation of Chevening House was 
introduced with a quixotic touch in section 43, but another 
legacy from the past is the 1968 special charge in respect of 
which section 44 grants relief for interest. Official nervous- 
ness on risks of the imputation system prompted section 
40 for overseas life insurance companies, although this 
includes an interim measure of double taxation credit of 
which a more permanent version is reflected in section 42 
authorizing the double taxation agreement with the 
Republic of Ireland. 

A fortnight before the Bill passed into law, the Under- 
Secretary of State for Trade and Industry introduced a 
new clause now found in section 55 under the title ‘Dis- 
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closure of information for statistical purposes'. Its object 
was to authorize HM Customs to pass to the Business 
Statistics Office computer tape recording the annual 
turnover of individual businesses obtained from VAT 
returns, together with their registration number, name and 
address, industrial classification and status. This extends 
access facilities accorded to the Inland Revenue in 1969. 

The Member for Oswestry (Mr John Biffen) quoted 
from the records of the House 220 years earlier to show that 
the first census legislation was received with the same sense: 
of outrage that manifests itself whenever the demand for 
information by the Government is thought to presage new 
measures subversive of liberty (Hansard, July roth, col. 
1331). However, we share the hope that on this occasion 
the hoped-for reduction in form-filling by small businesses 
will be the only result. 





Articled Clerks' Salaries 


N the face of mounting pressure 

from student representatives for a 
national minimum salary scale, The 
Institute of Chartered Accountants 
in England and Wales has reiterated 
its view that the Institute is not an 
employers' organization for the pur- 
pose of negotiating conditions of 
employment, and that the relationship 
between student and principal is 
primarily one of training rather than 
of employment. In such a contract, it 
is stated, salary is only one of a 
number of essential elements to be 
considered. 

The Council is, however, anxious 
that no suitable candidate should be 
deterred by financial barriers from 
seeking to qualifv, and that a pro- 
spective student should be fully in- 
formed of terms and conditions avail- 


able in his own district before The 





Mr E. Kenneth Wright 
President of the Institute 


full text of the President's 


to supervise entry standards and the 
quality of training and education they 
receive. At the present, as is well 
known, this is one of our major pre- 
occupations and we are making sub- 
stantial progress. 

“In a recent statement I said that 
"It is the continuing desire of the 
Institute that the quality of entrants 
should be raised further, and to the 
extent that a fair reward leads to good 
accountants, the trend towards higher 
salaries should be encouraged”. I 
would deplore the loss to the pro- 
fession of a single recruit of the right 
calibre because he could not afford 
to qualify. It must be remembered 
that the contract between the member 
and the student is one of training and 
not of employment; salary is only one 
of a number of essential elements in 
such a contract. The remuneration of a 
student should reflect his ability and 
merit and should take into account 
regional variations in the cost of 
living. Other benefits, such as the 
provision of tuition and of textbooks, 
paid study leave and the like should 


committing himself to a possibly 
disadvantageous bargain. 

In a letter to all practising members 
of the Institute, the President, 
Mr E. Kenneth Wright, M.A., F.C.A., 
announces the Councils intention 
(subject to Privy Council allowance of 
the bye-law changes approved by 
members at the special meeting on 
June sth) of requiring starting salaries, 
associated emoluments and frequency 
of review, to be stated in all forms of 
articles or training contracts submitted 
for registration. 


letter 1s as follows: 


“The Council has often been asked 
to recommend a minimum salary for 
students. We prefer not to do so, 
partly because it would be difficult to 
reflect all the different conditions that 
ought to be taken into account and 
partly because we do not think it is 
right that the Institute should under- 
take the role of an employers’ rep- 
resentative and become involved in 
periodic negotiations on the level of 
salaries paid to students. Nevertheless, 
we have a responsibility to review their 
conditions of service and in particular 


also be borne in mind. 

‘I consider that, before signing a 
training contract, the student should 
be well informed about the terms and 
conditions which are available in the 
district in which he proposes to work, 
so that he is aware of the alternatives 
open to him. There are already a 
number of sources from which such 
information is available: student coun- 
sellors, careers officers, district society 
representatives and information notes. 
The recently published survey by the 
Association of Chartered Accountant 
Students’ Societies gives useful in- 
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formation on the levels of salaries that 
are currently being paid; I hope that 
intending principals will explain the 
position in their locality to candidates. 

“The availability and dissemination 
of accurate facts about salary levels 
will provide important information for 
principals and students alike. It will 
also minimize the possibility of the 
agreement of unfavourable financial 
terms because of ignorance. So that 
accurate information may be available 
about the overall pattern of remunera- 
tion of students, the Council has 
decided that when the new training 
contract is introduced (on receipt of 
allowance by the Privy Council of 
new regulations and bye-laws later 
this year) authorized principals will be 
required to record the starting salary 
and associated emoluments they con- 
tract to pay, together with the fre- 
quency with which such salaries will 
be reviewed. . 

“Pending the introduction of the 
new training contract, I urge all prin- 
cipals to set out this information in the 
second schedule of the present form 
of articles so that it is available to the 
Council in respect of students entering 
training contracts from now on. Articles 
received for registration which do not 
provide this information will be re- 
turned with a request that members 
should provide it. The information 
will, of course, be treated as strictly 
confidential, and any disclosure will 
be restricted to aggregate figures 
showing, for example, the range of 
remuneration payable to graduates and 
non-graduates respectively, region by 
region.” 


Professor Solomons 
returns to the US 


ROFESSOR David Solomons, 

B.COM., D.SC.(ECON.), F.C.A., who 
for the past year has been residing in 
London while directing the long-range 
inquiry into education and training for 
the accountancy profession, is return- 
ing this week-end to his post as 
Chairman of the Accounting Depart- 
ment at the Wharton School of Finance 
and Commerce in the University of 
Pennsylvania. His report is now in an 
advanced stage of preparation and the 
first draft is expected to be in the hands 
of the Project Steering Committee by 
the beginning of October. 

Speaking to The Accountant this 
week, Professor Solomons said that, 
looking back, his forecast of “a chal- 
lenging and exciting year” had been 
no over-statement. The work had been 
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extremely varied, as might be imagined 
from the fact that he was dealing with 
six different bodies in three countries. 

A particularly burdensome task had 
been that of coping with the informa- 
tion provided by eight different ques- 
tionnaires, but a good deal of new 
information had emerged. A compli- 
cating factor was what he described as 
the political aspect of the inquiry — the 
way the profession in the British Isles 
was organized - and this must in- 
evitably colour his report to a con- 
siderable degree. 

Professor Solomons anticipates re- 
turning to London just before Christ- 
mas for a meeting with the Steering 
Committee to review the final draft 
and to arrange for its publication. In 
the meantime, correspondence in con- 
nection with the inquiry can be 
addressed to him at the Wharton 
School, University of Pennsylvania, 
Philadelphia, Pa. 19174, USA. 


Local Rates up 
by 13 per cent 


pl is hardly a matter for discussion, 
but more an accepted fact, that 
Parliament has long lost control of 
governmental spending. The rate of 
increase in local government spending 
in recent years has been outstanding 
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and in excess of the increase in per- 
sonal incomes. The latest Return of 
Rates for the year 1973-74, prepared by 
the Institute of Municipal Treasurers 
and Accountants, provides further evi- 
dence of the trend in local spending. 

As the result of the 1973 revaluation, 
direct comparison with the rate pound- 
ages in the previous year, 1972—73, 1s 
not possible, but it is practicable to 
compare the distribution of rate pay- 
ments for domestic properties. ‘The 
average payment in the current year 
at £59 is 13 per cent higher than for 
the previous years. The average ob- 
scures certain shifts in the impact of 
the increases. Thus the average house- 
holder’s contribution in Inner London 
fell by 3 per cent from £103 to £ 100, 
but in Outer London a rise from £86 
to £96 constituted an increase of rr 
per cent. 

The Government, by increasing its 
grant allocation by 25 per cent to 
£3,471 million while rate revenues are 
up by 13 per cent at £2,566 million, 
has protected the domestic ratepayer 
from the full effects of rising local 
expenditures. However, it is evident 
not only that ordinary expenditures 
will continue to rise, but costs associ- 
ated with the reorganization will be 
high in the current and coming year. 

It is idle to pretend that the most 
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GEMENT GAME 


The team from Cement Ltd, Dublin, emerged as clear winners of the 1973 Inter-Country 


Management Game, played at ICL’s Putney headquarters last Saturday, with a net profit of 


£3,596,280. Norwich Union, winners of the UK National Management Game (7he Accountant, 
July 19th) were in second place with £2,134,700, BP Chemicals International (representing 
Wales) coming third, and Copenhagen Handelsbank (Denmark) fourth. 

Pictured above are members of the victorious Irish team (from left): Messrs J. P. Moore, 
M. McMahon, B. M. O'Kelly (chairman), J. T. Rodgers, J. J. Tarrant and M. Moran. 
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effective method of protecting the 


public's pockets is to entrust spending 
to councils whose political and social 
constitution is very different from pre- 
war days, even if in some respects they 
may be preferable. The plain fact of 
the matter is that there needs to be a 
much more effective control of local 
spending than exists at the present 
time. The old-style district auditor 
now needs to be replaced perhaps by a 
new-style commissioner who will 
investigate in detail selected authorities' 
expenditures for detailed examination 
by a local Public Accounts Committee. 
Few people believe that corruption 
is a serious problem in local govern- 
ment in Britain. At the same time 
most are convinced that their local 
representatives’ propensity to spend 
other people's money is too high. 


Finance Houses 
Endow New Chair 


NDOWMENT by the Finance 
Houses Association of a ‘Crowther 
Chair of Credit and Commercial Law” 
at Queen Mary College has been 
accepted by the University of London. 
The first incumbent has been named as 


-~ 


Professor R. M. Goode 





Professor R. M. Goode, Professor of 
Law at Queen Mary since 1971. 

This endowment, it was stated last 
week-end, both underlines the increas- 
ing importance of instalment credit in 
the UK economy, and commemorates 
the contribution made by the late 
Lord Crowther to impending credit 
reform in the UK. 

Professor Goode, an acknowledged 
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authority on the instalment credit 
industry, was a member of the 
Crowther Committee appointed by the 
Government to review existing con- 
sumer credit legislation and to make 
recommendations. His writings in- 
clude Hire-purchase Law and Practice, 
now in its second edition. | 


IRRAF Calling the World 
CCOUNTING researchers in uni- 


versities, professional bodies and 
accounting firms throughout four of 
the world's five continents have re- 
ceived requests for details of their 
work, over the past month, from the 
International Register of Research in 
Accounting and Finance. 

IRRAF, a joint project by the 
English Institute, the International 
Centre for Research in Accounting 
and the Journal of Business Finance 
‘to eliminate duplication of effort 
and co-ordinate accounting research 
activity’ (The Accountant, October 
19th, 1972) aims to publish a twice- 
yearly register of current research, 
with an annual supplement of com- 
pleted research, ‘so that everyone 
involved in or benefiting from ac- 
counting research would be able to 
find out what is being done, who is 
doing it and where’. 

The register, it has been stated, will 
record the names of researchers, 
project titles, classification of the 
project, institutions and addresses, 
funding amounts and their sources, 
interim and final details, and a brief 
abstract of the project. The annual 
subscription to IRRAF is £4 ($10). 

Intending subscribers, and any re- 
searchers who have yet to return 
IRRAF data forms, or who may not 
have received forms but would like 
their projects to be noted in the 
register, are invited to contact Mr 
I. R. Dalzell, a.c.a., Associate Editor 
of IRRAF, at Furness College, Uni- 
versity of Lancaster (0524 65201). 


London's Programme 


EMBERS of the London and 

District Society of Chartered 
Accountants will find much to interest 
them in the Society’s programme of 
events for 1973-74, announced re- 
cently. Within the general classifica- 
tion of tax courses, auditing courses, 
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and courses for members in commerce 
and industry, all chartered accountants 
are likely to find events of particular 
interest and relevance to their own 
specialization and areas of work. 

With a total of 53 events planned 
between September 14th and May 
30th, this is the most comprehensive 
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programme ever attempted by LDS, 
and includes evening meetings on 
several non-technical subjects, in- 
cluding jazz and classical music, and a 
repeat of last year's popular feature 
on 'Learning about wines'. 

Speaking to The Accountant this 
week, Mr Alan Hardcastle, F.C.A., 
LDS Chairman, defended this broad- 
ening of the programme beyond its 
traditional limitations; anything which 
could stimulate a man's interest in 
meeting other members of his profes- 
sional body could only be to the good, 
he said, and was an important element 
in encouraging the individual to 
think of himself also as a member 
of his district society and of the 
Institute. © 

The number of events, Mr 
Hardcastle continued, was its own 
testimony to the increasing breadth 
of members’ interests, as the pro- 
gramme had been designed to meet a 
specific need. He laid particular empha- 
sis on the two-day course “The EEC — 
Expansion Opportunities’ (October 
31st-November rst) which had been 
aimed particularly at the industrial 
accountant with the aid of an im- 
pressive panel of visiting speakers. 

Further topics include the Finance 
Act 1973 (September 26th); share 
option and incentive schemes (October 
25th); staff function in an accountant’s 
office. (November 22nd); company 
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organization and taxation in EEC 


‘(December 11th) and computer audit 
techniques (March 29th, 1974). A 
residential course, on auditing stan- 
dards, including papers on American 
experience and the extent of auditors’ 
liability, is to be held from N ovember 
I5th to 17th. ` 

An attractive traditional feature of 
` the London programme is its luncheon 


meetings, addressed by distinguished, 
speakers on a subject of their own” 


Choice. Speakers in this series for 
1973—74. have been named as Lord 
Goodman, C.H., M.A, LL.M., on 
November 21st; the Rt Hon. Richard 
Marsh, P.C,' F.R.S.A., F.C.LT., on 
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F € 6th, next; and Sir William 
Armstrong, G.C.B., on March 38th. 


Full details of these and other LDS 


activities are available from the Society 
.offices at 56 Goswell Road, ‘London 
ECIM 7AY (01-253 4518). 


. Inland Revenue 


Taken to Task 


ye John Hampdens of our dime 
have little opportunity of resisting 
the claims of the executive arm of 
government;, instead we rely upon the 
Parliamentary Commissioner for Ad- 
ministration. His activities have once 
again been reviewed by a Select 
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Committee and, « once again, the Board 


of Inland Revenue is taken to task. . 


"The Parliamentary a : 
Sir Alan Marre, first raised the case of 
a taxpayer who. had been given in- 
accurate information in connection 
with his capital gains liability and had, 
in consequence, later found that he had. 
incurred a taxable gain which he 
might otherwise have offset. The. 


. taxpayer's claim for compensation 


had been rejected and the Select 
Committee recognized that it had 
no power to help. At the same time, 
it emphasized ‘that the Board `of 
Inland Revenue should have given 
the taxpayer the benefit of the doubt in 
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THIS IS MY LIFE | 
Conflict of Interests 
i s | . by An Industrious Accountant 


Mame signing a bundle of routine monthly eue 
I noticed that Robinson's attached: invoice: summary 
included two dated for the current month. Here was prima 
facie heresy! To take a minimum of a full month's credit 
should be cardinal ' principle number one for a good 
financial accountant. 

The F/A explained resentfully that he d only processed 
those invoices-because the maintenance engineer insisted. 
Apparently they were emergency repair jobs undertaken 


with prompt payment as a prerequisite. After all, Robinson ` 


gave us special attention, being some sort of relation of the 
M/E, who naturally wanted us to co-operate in return. 

Principle number two was to get written authority for 
arrangements outside our normal procedure, and number 
three was to tell insidious ‘insisters’ just where they gor off, 
I told him, and he departed crestfallen. 

Quick probing revealed several points. of interest. 
Robinson first undertook work for us two years ago, since 
when his turnover had un His work must, be 
very good — ar very special. . 


I found the M/E leaning on an upstairs railing n | 


Robinson's carpenters dismantling a staircase. “Nice 
work’, I said affably, ‘your brother-in-law has a good team’. 

The M/E answered ‘naturally’ and moved off with 
the air of an- executive too busy to talk with mere 
accountants. I followed, and remarked that presumably the 
deputy-chairman knew they were related. 

The M/E turned round sharply. “Why don't you ask 

him?’ he said, but his face went red and I stepped hastily 
away from the railing; suddenly it looked rather less 


Secure. He wagged an angry finger in my face. He picked | 


his contractors on the basis of work quality and price 
Di he growled, and he’ cleared all his contracts 


with the: deputy-c who kept himself well in the picture. 
Only a silly fool would expect him to pass up the best small 
builder in the county for a remote relationship. Dammit, the 
familtes scarcely ever saw one another. 

“How come that recent tenders. haven't been opened 
simultaneously in the presence of two senior officials, as 
laid down by our memorandum of procedures?” I inquired. . 
At that he breathed deeply and suggested that we go to the 
deputy-c right away; high time we thrashed out this 


nonsense; he'd not stand for any so-and-so: slanderous 


innuendos from chaps who hadn't a clue as to the problems 
he had to face. 

I observed that the internal auditor had listed some odd- 
looking dates of tenders and covering letters, so it was just 
as well to go, along: That shook him, 1 could see, and now 
we're due for a téte-a-téte tomorrow. ? 
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. "the. circumstances ad waived: the 

e * resultant. tax as' the Parliarnentary 
- Cómmissioner had recommended. : 

| - The Commissioner also’ brought to 

e “the notice of ‘the Select ‘Committee 

sc" ‘the change in Revenue practice since : 

.. 1970 whereby interest has ceased to be 

E BORDE ex gratia on estáte duty 

, repayments. ‘This practice had existed 

. for nearly 56. years. and: the Select 

me ‘Committee, was ‘unconvinced that 

- ar can bé done to remedy. the’ 

injustice caused to taxpayers and to 

d estates where ‘the Department had 

LAN “been respons: ble for unreasonably, 


new injustice as. 
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^ by K.: BUCKLEY EDWARDS, Barrister. . 


Ped 


"fi is the Góvernment' S ‘intention to: introduce: a new Companies 
“Bill in the ‘next session — probably soon after Parliament reassembles. 


ates thé payments’. . The Select’: 
- Committée added that. it regarded the ` 


‘indefensible’, .not- 


. least since the practice had functioned”. 

«smoothly for'over half. a century and. * 
the committée'could see no justification 
for this *wholly retrograde step”. 

On the other hand, as far as income : 
"tax over-payments were concerned, 
Select.: Committee noted the 

Revenue” witness’s ‘observation that * 
‘he’ did not think his department - 
would advise Ministers against making 
interest. payments in circumstances: 
‘representing ee like a mifror 


y 


dn October.’ This article gives a preview of the proposals which 
P on ‘are to be included in the Bill as outlined in the recent White Paper 
7 «on Company Law Reform (Cmnd 5391) ; it also refers to matters on 
~ > which the Government has said it will welcome. debate before. | 


i , reaching final conclusions; e 


. x zT T HE recently published White Paper on Company. Law 
v" Reform is in two parts; the first outlines the more 
DORÉ matters to appear in the Companies Bill to be 
OC , introduced i in the next session; the second sets dut those 


«and debate before they can be embodied 1 in a DAR 
' bill. . | 
E In effect, .pa-t one is spelt in two mane the first dealing. 
; with abuses resulting from ‘insider’ trading, the excessive 
use of. nominee shareholdings, and conflicts of interest 


which can arise when directors have commercial interests’. 


“outside those of the company of whose board they are 
. “members; and the second with what is colourfully called 
: “ithe ‘Rest of Jenkins’, meaning the recommendations of the 


E T ‘Report of the’ Company: Law Committee (Cmnd- 1749) 


_ presented to Parliament.in 1962. Some of these were :em- 


: bodied in the Companies Act 1967 but the majority of 


«them are only now about to receive legislative attention. 
V +.” Part two of the White Paper is said by some to be more 


4 a ‘akin'to a Green Paper than a White Paper, but be that as it. 


may the Gove-nment intends to publish later this. year. a^ 
x Separate. Greer. Paper which will discuss’ proposals for the 
q Closer involvement of employees i in company affairs. Also, 
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required: to. pay interest". 


cee te E 16d, 1973. 

E : M ` k E xt buts 13 . 
image of: «What happens "when the^ 
taxpayer is late in paying | tax and is 


_ the. Committee reiterated its view that; 


in thé absence of specific legislation, ' 


i 


. However, : 


the Inlaid Revenue ought to be: 


"prepaied : to” pay interest on an’, ex 


gratia basis in all cases where the 


: Department wàs responsible for delay ' 
. Or overpayment. : A 


The. committee felt that other! 


government departments didnot share . 


.the 'Revenue's somewhat - selective: 
interprétation zt equity dew 


. claimants. ; Pie " 
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de White Paper does not rule out: he possibility: dat one 
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Insider’ trading ' 
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. or two matters in part two of the paper may bé ‘sufficiently 
‘considered and debated to be included in the oropani: 
Bill i in. the next session of Parliament." | 

' matters .on which ‘there is need for further information ' 
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Unrestricted insider trading has fone been « one of tien more 
glaring abuses of the existing corporate system, and most 


_of the City establishriient has now.come round to the view 


that it is wrong and ought | tó' be'máde illegal. But it is not; 
easy to compile an exact definition of insider trading and a , 
representative of the American SEC is on record as saying 
“we don't know kow to: define am. insider, but we sure know: 


‘one when we see him’. 


MTS ^ 


. The White Paper; however, proposes to include i in the: 
definition of ‘insider’ directors, employees, major share- 
holders, -professional advisers, and near. relatives of all 


- these classes, and. mákes any deal. by.an insider who has 


information which he knows.to-be price sensitive a‘criminal | 
offence, unless he can.show that his primary intention in- 


dealing at that particular time.was not to make'a`profit or 


avoid a loss. The onus of proof i is thus squarely « on the 
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insider and may well cause him to think twice before he 
breaches the new law 1f enacted in these terms. 


Disclosure | un 


Y 


The disclosure of information, says the White Paper, is an. 


- essential part of the working of a free and fair economic 
system. Accordingly, companies in their accounts, and 
directors in their reports, will be required to disclose a 
much wider range of matters than they now have to; and 


for public and large private companies the powers will be ` 


used to give shareholders and the public the chance to 
judge companies’ behaviour by, social as well as financial 
criteria. | 


As a possible example, the directors may be required to | 


report on the performance of their company in regard to 
the safety and health: of the company's employees, on the 
numbér of consumer complaints and how they were dealt 
with, and on the conduct of industrial relations. Directors 
will also be required to include in their reports certain 
particulars of their own contracts of service, of any dealings 
in the company's shares and transactions by the company 


and other companies in which they have any beneficial : 


interest. It is now thought desirable that this information 
should be given in -the directors’ reports rather than be 
made available to those who can go round and examine 
the record. 


The White Paper considers that there is nothing inherently 
© wrong in the practice of holding shares through nominees, 
but the Government is concerned about ‘warehousing’ — 
that is, a situation in which a. number of parties act in 
undisclosed concert, often vía nominees, each acquiring 
equity stakes in a given company so that the total stake is a 
dominant one. The individual stakes are kept below 10 per 
cent, at which level notification to the company concerned 
is already legally necessary under section 33 of the 
Companies Act 1967. But the aggregate can be well over 
IO per cent, and it often arises in bid situations with 
consequent profit to the *warehouses'. 


The proposal, is to reduce the 10 per cent to at least 5 


per cent, and to make the time allowed for notification of 


‘the minimum consistent with practical operation. It is also 
proposed to give the warehoused company the right -to 
know the real identity of the owners of the shares. 


‘Private interests of directors 


‘The present law imposes three separate duties on directors 
to disclose“interests in the contracts of their company: 
disclosure at general meetings under the general law from 
which the company’s articles may and usually do release 
. them; disclosure under section 199 of the Companies Act 
_ 1948 to the directors, and disclosure to the general meeting 
and to the public through the directors’ report under 
sections 16 (1) and 23 of the Companies Act 1967. 


Jenkins recommended. that. the statutory duty of-a 
director should be redrafted and that the: disclosure 
requirements should be strengthened. The White Paper 
endorsés these recommendations. Moreover; there may be 
legislation with respect to situations where directors seek 
to syphon off profitable business to their private advantage. 
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A sizeable proportion of companies at any one time is late 
in filing its annual returns, or the accounts which should | 
accompany them, with the Companies Office. It is proposed - 


to create a specific obligation to file annual accounts with 


the Registrár and to prescribe with some strictness the 
period after the end of the company's financial year within 
which that must be done, and to alter the present penalties 
so that the consequences of delay bear increasingly heavily 
and directly upon the directors. 


PL a a 
Structure of incorporation 


It is proposed to redefine the status of a private company 
in a way which will give statutory effect to existing practice 


and will require that status to be made explicit in the 


company's title. It is also proposed to define explicitly the 
term ‘public company”, and to require such a company to 
have a minimum paid-up, capital, such as £10,000, with 
a possible {1,000 minimum for a private company. 


However, it is said to -be important to seek evidence 
about the desirability of providing. some additional 
corporate structure for the small trader before coming to 
a conclusion .on the question of a minimum figure for 
private as ‘well as public companies, regard being had to: 
the Partnership Act 1890, the Limited Partnership Act 
1907, and the unlimited company which may already be 
sufficient or capable pi being made so by suitable 
amendment. 


i 


Disqualification of directors 


Section 188 of the Act of 1948 empowers the court to dis- 
qualify a person for a maximum of five’years from being a 
director, or concerned in the management ‘of any. 
company, if he is convicted on indictment of any offence 
connected with the formation, promotion, or management 
of a company, or if in a winding-up it appears that while 
being an officer of the company, he has been guilty of 
fraudulent. trading or of fraud or breach of duty to the 
company. 

It is proposed to extend the scope of section 188 in ac- 
cordance with the Jenkins recommendations so as to cover 
persons who have been convicted on indictment of any | 
offence involving fraud or dishonesty, whether or not in 
connection with a company, and persons who have been 
persistently in default in complying with the Companies 
Acts or have shown themselves, when acting as directors 
of companies or otherwise concerned i in their management, 
to have acted in an improper or reckless (but not in- 
competent) manner in relation to their affairs. Incompet- . 
ence 1s excluded because it cannot easily be definéd i in law ` 
or readily determined by a court. 2 


Section 210 of the 1948 Act allows a member of a com-: 
pany who complains that its affairs are being conducted in 
an oppressive manner to petition the court for an order. If 
the court is satisfied that the complaint is justified, and 
that tc wind up the company would be justified on the facts. 
but would be unfair to the oppressed, it may make any order . 
it thinks fit. Jenkins recommended that the court should not ` 
be required to. be satisfied that the facts were such as to. 
justify a winding-up order or that to wind up the company 
would unfairly prejudice the oppressed minority; it should 





- Purchase of shares and voting rights: 


be cent to show that the affairs of the company are 


being conducted in a manner unfairly prejudicial and not. | 
, necessarily oppressive to the minority; and” the section 


- should cover isolated acts falling short of a course of conduct, 


; and the court should be enabled to restrain the commission ' 
' or-continuance of any act that would suffice to support a . 


-petition under the sectioù. The: White Papet proposes to 


accept these recommendations and others on this subject | 


. but with some modification. 


? 


-Section 54 of the 1948 Act, with some exceptions, prohibits E 


_the giving of financial assistance by a company for the 


"purchase of its own shares. The Government is not con-' 
" vinced that -additional measures suggested by } Jenkins ` 


would necéssarily be effective, -but itis’ considering 


"whether dmendments to the section can be made which 


-would allow transactions -which the section now excludes 
in suitable circumstances. = mca 


"The White Paper accepts in principle the case for pro- 
.:hibiting the issue of shares with limited *or no voting 
‘rights. However, it is possible to ensure that voting power 


| * is disproportionately distributed between shares of different 


¿A 
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nominal value, and it is considered necessary to limit the. 


scope for this practice if voting rights are not to be un- 


A reasonably distributed. T MEO 


The Government does not intend to authorize no par 


: ‘value shares tha practical need for which is not now so Strong, . the other. Sharehol ders, it is said, might reasonably expect ' 


- párticularly:as public comment concentrates on the signi- 
ficant ratios (e. g: SPE; dividend. cover and. earnings per 
share). ~ de t | | 
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Wider considerations 


. Government's thinking is directed with respect to such 


` matters as EEC harmonization, the public responsibility 


of the company, the company and its employees, the com- 
pany’s responsibility to its. shareholders ane institutional 
shareholders. `” 


The White Paper accepts that the sane upon: hich 


. future, developments in company law will be enacted will: 


onem be set.by.the community of intérest that is 


. grówing in Europe, and: says that a significant amount of 


"work has already been doné in, certain fields. But with the 
"best possible will, harmonization is bound to be a lengthy 
, process, and it is therefore wholly. appropriate that the 


' United Kingdom should take independent action where an : 


"immediate need can be shown. . ~ 
Tt is pointed out that there has been increasing public 


debate about the'duties which a company owes to the wider | 


"public interest. but that whereas the law sets limits to.the 


pursuit of proft, be they limits on acts affecting the public 


generally, such as fraudulent dealing, exploiting mono- 


‘ polies or polluting the atmosphere, or domestic matters 
_ such as the amount of redundancy payment; and the keeping 
of books of account, it is much more difficult tó'specify in 
` terms that can assist any board to decide ina particular 
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“sensitive” to their interests, 
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situation just conn their more. general and moral 
“responsibility leads them. 


There;jis mention of. a code of a backed by sonie. 
external sanction — an objects clause in the memoraridum of , 


association allowing directors to take ‘wider considerations 
into account when exercising their judgement as directors; 
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so as to protect directors against any claim by shareholders - 


seeking compensation for loss caused by directors' actions 
not taken directly and clearly in tlie shareholders interest. 


It is alsó suggested that a useful step forward would be to - 
. impose a duty on directors to’ ‘report to shareholders ‘on 
'- specific parts of the company $ 8 a to the social 


environment. MM T 
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Company’ s duties to employees | pec E e 


Strong emphasis is làid on the. company’ S. duty tó ats 
employees. The Government believes. that it is in the - 


interests. of all concérned, including those who provide * 


- the capital, that employees should have an appropriate 


opportunity ‘of influencing: decisions which can closely: 
affect their own. interest, hence: the ‘intention to publish 


Also put forward for discussion is the value of some form 
of “two-tier board’ structure and .the position of non- 


later this year the Green Paper on employee participation. 


executive directors. The two-tier board is represented. as - 


. ¡a device for bridging the gap that can exist in the larger - 
company. between -sharéholders on'the one hand, and of. 


executives who tend to-think in terms'of ‘their’ company on ` 


to rely on fhe non-executive diréctor to be particularly 
since he should- be less 
committed to the:managerial view and hence better able to 
discharge the ‘stewardship’ function. . | 


“An increasingly important part of” the shareholding 


B population is now represented by institutional investors. 
- Part two of the White Paper shows the lines along which ic 


The individual member of the public still stands behind 
them in the person of the investment trust or unit trust 
investor, the endowment policy-holder, the. pension fund 
beneficiary and so "on, but the ‘immediate’ rights’ and 


responsibilities as members of the companies devolve upon: 


the institutions. It is claimed that the institutions do 


not all and at all times accept the implications, in terms of `> 


the responsibility which they properly have to their own 
investors and creditors, for the profitable conduct of the 
- companies in oen they a are investors. 
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Non- axecutive directors 


The Governor of the Bank of England ae sai had | 


welcome success in persuading ‘the major institutional. 


investors to accept the logic of; their situation and the 
responsibilities which unavoidably go with it, but it is felt 
that there is room for further development in this direction 
by use of the appointment of non-executive directors with 
suitable qualificatións and experience. The Government 
will welcome debate on the wider questions in part two of 


the White Paper so-that the best and most acceptable ways 


can be found of i improving relations between ds 
employees ánd the public i ina Aran society. | 
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. Towards Common Accounting 
Standards 


- ^ A Problems of Language, Law and Custom 
s | by J. M. RENSHALL, M.A., ld 


Technical Director, The Institute of Chartered Rocountahts in: England and Wales 


i 
1 


The three essentials which identify and unify'a nation and distinguish it from other 
nations are community of language, law and custom. In practice, they are so closely \ 
interlinked that it is scarcely possible to contemplate one without recognizing the 
influence on it of the others. 
In this article, which is thà substance of a paper recently presented to the conference on ; 
‘Company Financial Reporting in the EEC' (The Accountant, July 19th), the English i "EN 
Institute's Technical Director examines the difficulties.of arriving at generally acceptable 


\ 


T British, as they themselves love to’ pretend, are the 
world's worst linguists. You might almost imagine that 
heaven impaired their wits and tongues especially to 
make them incapable of comprehending any other 
language than English. 
The practical reason is that a man learns a foreign 
.language only when it's his business to do so. And the 
British do not in general speak European languages well 
because it hasn't been their business to do so. In modern 
_ times, British interests and trade were not primarily across 
the Channel but across the oceans. In 1970, only about 
20 per cent of UK foreign trade was with the old Common 
- Market ‘Six’; over 60 per cent was with the USA and the 
rest of the world outside Europe, mainly the English- 
speaking old and new Commonwealth countries. 


No language barrier 


Accountants go where trade and commerce need then 
the United Kingdom has long been an exporter of its 
accounting capabilities. The distribution of those emigré 
accountants emphasizes how Britain's commercial con- 
nections have been not so much with Europe as with 


English-speaking nations and the Old Commonwealth. | 


Of the English Institute's 55,000 members, 7,500 are resi- 

' A dent overseas. Of those overseas members, barely 800 — just 

^ over Io per cent — reside in the other eight states of the 

Community’s ‘Nine’. Britons are not poor linguists; they are 

good linguists in the one language their commerce has 
hitherto really needed — English. l 

People rapidly master other tongues when it is to their 

advantage to do so. In the days of empire, thousands of 

' Englishmen learned obscure Indian and African dialects 

because it was their business. I have no worries about our 


‘ 


trans-territorial accounting standards. 


- x E i 


ability to jump the language barrier; the era of the English- 
man tongue-tied in. any language but his own is passing. 

Nevertheless, in the dimension of financial reporting 
the special problems of finding precise equivalents for 
technical terms im different languages remain and must not 
be underestimated. 

The difficulty lies in the fact that accounting terminology 
is too often imprecise and undefined; or, if satisfactorily 
defined 1n one country, it may have a different definition 
or no exact equivalent in another. . 

To take just one example, the definition and accounting 
treatment of .‘exceptional items’ can have a profound 
effect on the presentation of company results. In the 
UK, the Accounting Standards Steering Committee is 
striving to establish a standard definition and a standard 
treatment; I hope it will soon produce its solution. Experts 
comptables and Wirtschaftspriifers also know the term 
'exceptional items'. But do they — will they — define it 
precisely as the British do?  . 

Examples of this sort of problem can be found scattered 
throughout the official Commission English texts of the 
EEC draft company law directives. So, too, I fear, are not a 
few plain mis-translations, which must be ironed out 
before the work is completed. The importance of ensuring 
precise equivalence in meaning in what is intended to 
become binding law in nine member states needs no 
emphasis. 


Problems of law 
It is a truism to say that there was more in common in 


legal philosophy amongst the old. Six than between any 


one of them and the British system: 'T'he essential difference 
between our system of common law, statute law and the 
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Jodie of (eval precedents and. the bro Gianne system 
«has frequently. been pointéd out. I claim no competence: 
‘to discuss the relative merits of legal systems, but perhaps 


, two points are worth making: first, you can; have economic. 


“unity without having total legal uniformity; secondly, 
there is no doubt that codification helps to demystify the - 


. law and make it more accessible and intelligible to the. 


layman. Even British lawyers may admit that. . 
Accountants often complain of the problems of keeping ` 
.track of uncodified developments. in fiscal and company. 
^ law. Codificatiori, properly managed, has ‘its attractions and ^ 
, need not in itself necessarily be al to our own legal : 


«thinking, | ` 


. ^ When we come to the legal non 7 financial. 


“reporting, however, there are important differences of | 


de : approach. Bri-ish company law contents itself with estab- 


‘lishing minimum standards of financial disclosure; it does 


not attempt to spell out accounting principles, or, to 


impose specific methods of presentation. The German and 


^ French systems are far more legalistic, however, and: both 


seek to prescribe accounting principles and layouts. The . 
- British system relies on the financial community to develop 
“accounting standards in response to changing demands 


„ona typically self-regulatory basis; the, cross-Channel - 


system is typically dirigiste. — " 
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investment of insurance company Ad particularly as . 
regards equity investment. Nor are pension funds, also- 
major equity investors in this: country, ' the same force 
across the Channel. ‘In Germany, for instance, it has beer 
„a characteristic for pension RE to be effectively invested - 
in their own companies. e 

The effect is that neither pension funds nor insurance 
companies are major supporters of equity markets across. 
the Channel. Even “unit trusts, despite official encourage- 
ment in France, for instance, are not equity-oriented. The 
State requires them to place a significant proportion of 
their funds in fixed interest securities — a fictitious con-. 


- straint, since voluntarily they far exceed. the required fixed: 


interest threshold. 

To sum'up, we.can say that for complex -reasons the 
cross-Channel markets are starvéd of the large volume of : 
funds which feed the London equity market. Private , 
investors there are éautious of the equity market; „the | 
institutions have no marked preference, for it; and the 
intermediaries — predominantly banks — for theit own ` 


reasons are not motivated to change this attitude., 


E i . 
Fixed interest investors LP M | RES 
Fixed - interest. investors have. very diferent’ financial. 
reporting requirements from: profit-sharing investors with 


Tt 1s plain that if we are to establish common standar ds * an equity participation. It i 1S hardly surprising to find that 


v of financial reporting in the Ep Las we must achieve 


-a'means of reconciling the two yoten. 


‘European capital markets 


Ca financial reporting does not exist ; in a vacuum; 
it is not an end in itself, and is not the sole invention or- 
Ei of accountants. Company financial reporting. 
-has developed in response to the demands of the capital 


market. The primary function of the capital: market is to ` 


recycle wealth through investment to create more wealth. 
_ Each major nation has developed its own characteristic style ' 


- of capital market, and these characteristics account much 
' more than is always appreciated for different approaches to Anglo-Arnerican . environment. 


.financial reporting. -. 

/ Cross-Channel markets differ strikingly: in theif structure 
from: ‘the British markets in‘ two respects. The’ first is the 
contrast between the appetite for equity participation in 
the British ‘market; contrasted with ‘the ¡preference for 
fixed interest inancing across the Channel; the second, 
- perhaps less obvious, is the cross-Channel preference for 
. bearer securities in contrast with the British: pee 
for registered. securities. 
> ¡It is a striking fact that the principal source T. uncom- 
mitted capital for investment in the Community comes 
from individual savings. Companies and the public sector : 
- generate savings, too, but generally plough their surpluses 
back to finance their own operations. In Britain, about 
- 30 per cent of the nation’s total savings is attributable to. 
individuals. In France the proportion is even higher — 
40 per cent. But there the resemblance ends. 

‘In France and’ Germany, a far lower proportion of. 
household funds is entrusted to life insurance’ companies. 
Besides being less popular, such forms of contractual 
“Saving are subject to impairments unfamiliar to Britain.. 
For example, tax is commonly imposed on insurance 
premiums, ani strict controls are exercised over the 
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bond-orierited markets display particular concern for the 
' protection of creditors: nor is there cause for objection 
| to that. But-the effects. go deeper. If the typical investor S 
‘concern is for the protection of -his principal and interest, 
then his: expectatións of financial reporting are less de- | 
 manding than those of the equity investor who buys a. 
‘share of the action and is 100 noS for performance and, 
‘profit. |^. 

. The. fixed. interest ‘investor. is, content with ‘financial - 
statements prepared on a. highly conservative basis - — which : 
may help to explain why, in sóme countries, emphasis: 
on.the income statement is-far less stressed than in the 
Similarly, with equity 
concentrated in fewer: hands — and often closely held — 
 managements find it , congenial, even advantageous, to : 
adopt conservative accoünting policies. 

The phenomenon. need not surprise a UK ‘audience; 
British attitudes were once no different, and: might not 
have significantly changed but for ‘the trauma of the | 
. Royal Mail case 40 years ago, "Which transformed attitudes 
towards transfers from reserves. and their disclosure. 

British accountants believe that consolidated accounts are 
* fundamental — and so dó all the accountants of Eürope. But 
this view' is not.universally shared by all the financial - 
establishments of Europe. To take another example, the 
UK tends to place increasing emphasis on the earnings 
per. share figure; we should. not expect the- creditor- 
dominated markets to lay so. much store by that statistic. - 
The demands of the market bring forth the accounting. 
response. ues 

A striking exception to what I have said is "provided 
in the case of France. France has à _poorly-developed 
equity- market, which ‘suffers from àll. the impairments of : 
limited size, lack of volume, and: poor investor confidence. . 
As noted, its-markets are bond-dominated, not equity- - 
'dominated. However, ünder the Cominission des Opérations 
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de Bourse, France is trying tó encourage the development 
of a vigorous secondary market similar to New York and 
London, and is using the tool of financial disclosure as a 
méans to that end. 

In this respect the French market 1s following the reverse 
of the sequence followed by London and New York. 
Financial reporting developed in those centres in response 
to the needs of. an equity-oriented market, whereas 1n 
France they are raising reporting standards to help develop 
the equity market. A second major difference between the 
British and the cross-Channel markets is the British 
preference for registered securities and the cross-Channel 
preference for bearer securities. Bearer securities are 
perfectly legal in the UK, and are in issue, though subject 
to controls which reduce their main attractions to investors. 
But it seems zo me that bearer securities by their nature 


must discourage rather than encourage progressive reporting . 


practices, since they render a company's shareholders 
totally remote and anonymous. You cannot send financial 
statements to, or even effectively communicate with, 
bearer shareholders. 


“possible to achieve common standards of financial reporting 
amongst fundamentally different types of national capital 
market. The market-oriented, equity-based London market 
has different needs from the more fundamental fixed- 
interest type of market typically found in cross-Channel 
centres. Is it possible to reconcile the two?, 

-1 believe 1t may be, though we are only on the fringe of 
the problem. Some authorities forecast a tendency for the 
two market styles to move closer. One development which 
may bring about a change in attitudes 1s the fact that the 
Community is in the midst of a merger wave — there were 
600 mergers within the old Six in 1970, two and a half 
times as many as in 1962. Mergers: have a way of trans- 
forming management's accounting attitudes since, -as 
British managements discovered, you can pay a heavy 


penalty in terms of acquisition, consideration if you: 
have: persistently adopted over-conservative accounting ' 


-~ policies. 
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Harmonizing accounting standards 


Problems of cross-frontier financial reporting already 
exist, are not confined to the Community, and are in- 
creasing. For the sake of the orderly conduct of world 
capital markets it is essential that we create a situation in 
which investors in one nation can rely on universal and 
consistent standards of financial reporting by a company 
in a second nation, reported on perhaps by auditors from a 
third. 

- British legislation has confined itself to establishing 


‘minimum standards of financial disclosure, while leaving. 


questions of format-and. accounting principles: and practice 


to the judgement of the accountancy profession and the. 


financial community — another example, of the - self- 
regulatory approach typical of thé way. we operate our 
finàncial apparatus. The advantage claimed for this system 
‘is that it is more adaptable and responsible to change than 
a rigid legalistic approach could be. Across the Channel, 
however, they are generally accustomed to a more form- 
alized approach. 


There is a growing — though not uncritical — awareness ` 
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across the Channel that the British approach to 3 dl 


reporting standards has advantages. But there are plainly . 


problems about reconciling a self-regulatory system with 
a legalistic system. The self-regulatory system can operate 
only where the law's attitude is non-interventionist. 
Across the Channel, the law has attempted to define what 
British law has entrusted. to the expertise and sense of 
responsibility of the financial community. Other countries 
do not share Britain's self-regulatory tradition, and it can 
neither be created overnight nor imposed on them. 

What rule-making agency will take over the regulation 
of financial reporting from state legislations? The British 
would obviously prefer an adaptation of their domestic 
mechanism on a European scale — accounting standards 
developed by an independent accountancy profession, in . 
consultation with all interested parties and supported 
by The Stock Exchange and other authorities. But differ- 
ences of custom, style and practice mean that this model 
is not easily exportable. 

One suggestion is that the task should be left to the new 


. International Accounting Standards Committee. [ The. 
We can restate the problem by asking how far it will be 


Accountant, July sth]. It is an attractive idea at first sight, 


. but there are two reasons why it is unlikely to offer.a 


solution to the Community's immediate problem. 

First, the International Standards Committee is brand 
new, and still has its way to make. We can look forward 
to the time when it will exercise a profound influence on 
financial reporting standards throughout the world — but 
it would be a crushing burden to ask it to try to solve, 
fresh-born as it 1s, the financial reporting problems of the 
European Communities. Secondly, it has pointed out that 
its initial statements will attempt to do no more than 
establish broad fundamentals. ‘The European Community 
is far past the broad fundamental stage. 


Political initiative 


The EEC Accountants Study Group, in its observations | 
on the proposed Fourth Directive on company accounts | 
[The Accountant, April 12th], stressed the need to build 
flexibility and means of change into any legislation regulat- _ 
ing financial statements. Their solution was the establish- 
ment of a liaison group, composed of representatives of the 
Commission, of national authorities, of financial commercial 
and industrial organizations and of the accountancy bódies, 
to help in the progressive development of the comparability 
of financial statements. 

The study group, however, left to the imagination of 
the reader how such a liaison. group wóuld promulgate . 
pronouncements. But, for the moment, it would be a bold 
man who would forecast what solution will emerge. .One 
thing is certain. The European accountancy profession 
cannot solve the problem unaided. The solution can only. 
be found at political level amongst the Nine. 

The different attitudes to company reporting by financial 
establishments in the member states seem likely to be 


reconciled only under the auspices of an independent 


authoritative accounting body established at Community 
level,'in touch with all interested groups, using proper 
consultative procedures and having the unreserved political 
backing of the nine, member states. Such a body can only 
be created by an act of political will; the crucial question 
is whether, the political will can be summoned up. 
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. Bold but Bald 
From Our New York Correspondent 


THE malais2 in the American economy is revealed, 
among other things, by the withering of public en- 
thusiasm for -he stock-market and the failure of stock 
“prices to reflec the present, powerful industrial boom. But 
Mr James J. Needham, chairman of the New. York Stock 
.Exchange and a certified public accountant himself, has 
laid part of the blame on the accountancy profession and 
its failure to convey “sufficient, meaningful information to 
the investor'. ( 


, Ina precedent-setting response to such criticism, one of 
. the ‘Big Eight’ of the American firms has decided that the 
time has come to raise the level of public confidence in the 


profession. by tearing aside the veil of secrecy that has 
traditionally: hidden the- private Bue a individual. 


houses. 


Auditing the auditor? 


Since accountancy firms in the United Sites may not 
follow. the (sometimes disastrous) precedent set by broker- 
age houses in incorporating and going public, the report 
for the year ended March 31st, 1973, recently issued by 
Chicago- -based Arthur Andersen & Co is less than a full 
annual statement. It contains no balance sheet nor income 
statement, with historical. summaries, and it lacks. an 
auditor's opinion — although rumour has it that appoint- 
ment of an aud-tor's auditor was seriously considered. But 
it represents the culmination of a long campaign to demon- 
strate beyond all doubt the financial independence .and 
responsibility of the largest firms. 


In 1964, Mr Leonard Spacek, then the outspoken (Some 
would say outrageous) chairman of Andersen, wrote to the 
"American Institute of Certified Public Accountants 
suggesting «that all member firms should fie financial 
statements with it and maké them available for public 
inspection. The Institute shrank back from the proposal 
on the ground that it “would not serve any useful purpose’. 
.Two years. later, the firm made a similar proposal to the 
Securities and Exchange Commission, and was again 
rebuffed. This year, the argument has apparently been 
settled with the publication of Andersen's own report and 
the prospect that other large firms will eventually choose 
to follow suit. 


This outcome means that anyone seeking answers to 
some of the more intimate questions about the business of 
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a leading Amer:can firm can find them in the Andersen's | 


36-page, five-language, four-colour document. The firm 
has some 50,00c clients and last year received gross, world- | 
wide fee income totalling the equivalent of more than £100 
million, representing an 11 per cent increase over 1972 and 
yielding a net partnership income is to over £20 
million. . 


Of the. 1973 gross income, 69 per cent came from'ac- 
counting and zuditing practice, 18 per cent from tax 
practice and 13 per cent frorh management advisory and 
other consulting services. This distribution of income 
sources does much to dispose of the contention that the 
large firms are becoming improperly dependent on the 
goodwill of their consultancy clients. 


The report leaves no doubt that accountancy is a well- 
paid profession. Andersen's 11,500 partners and employees 
include some 6,000 professional staff receiving an average 
income equivaleat to nearly £6,000. Higher up the scale, 
the 750 partners receive an average equivalent to £30,000; 
but the highest-paid active partners receive an average of: 
over £80,000 each. The comment has been made that these 
handsome distributions to partners cover, in addition to 
straight salary, the absence of ‘incentives’ such: as stock 
options and retirement funds, and the return on personal 


` capital put into the firm on appointment to partnership. 


On the other hend,.the report reveals that the firm last 


year paid a further £4 million to retired and resigned ' 


partners. 


Indemnity cover 


—- 


á 
! 


. Another interesting point in the report is that last year's 
. total of nearly {2 million for professional indemnity 
- insurance and uainsured risk coverage was substantially 


less than in the preceding year. This reduction can hardly 
result from any lessening of the firm's exposure under these 
headings. Three vf its senior members are under criminal 
indictment, .arising out of the 1970 collapse of Four 
Seasons.Nursing Centers and the report admits that the 
firm is still involved in law suits with 28 clients or 
Ihe American accountancy profession 
as a whole is deep in ngaton with an | estimated 500 


. Corporations. 


The ability of zccountancy firms to withstand hazards of 
this and other kir.ds no doubt played a part in Andersen's 
decision to publish its report. Detractors. maintain, how- 
ever, that the boldness of the step should not obscure the 
baldness of the a»parent seeking after publicity. The un- 
kind word ‘advertising’ has even been heard. - 


None the less, it seems that the old attachment to extreme 
secrecy over a firm's internal affairs must now be on its 
way out—- and nct only in the United States. During a 
recent speech in New Orleans, Mr John W. Queenan, 
vice-chairman of the newly-established Financial Account- 
ing Standards Board, hinted that changes now under way 
would entitle America to the world's lead position in the 
profession. Whatever may be generally thought of this: 
claim. in Canada end Europe, it can be presumed. that the 
latest move toward greater candour on in-house affairs 


. will set an important new fashion outside as well as inside 


the United States. . 
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Clinch v. CIR aa 


In,the High Court of Justice (Queen's ' Bench Division) — 
February 13th, 1973 ` 


(Before Mr Justice ACKNER) e 3 


Income tax — T ransfer of assets abroad — Notice requiring details 
'-of transactions — Served on London representative of bank abroad = 
Whether notice ultra vires — Income Tax ‘Act 1952, sections 112- 
.I14 — Income and Corporation Taxes Act 1970, sections d a 

` Rules of the Supreme. Court, Order 26, rule T. 


“From November 1964 to November 1970 the plaintiff was the. 


London representative of a bank iricorporated in Bermuda, and 
thereafter he was the managing director of à wholly-owned 
United Kingdom bank, a subsidiary of the Bermuda bank. The 
United Kngdom bank specialized i in: 


the management and trusteeship of eto funds, the 
incorporation of Bermuda-based companies and partnerships, 
trusteeships of settlements and aur M pni on 
investment portfolios. — r - 


The majority of the customers of the United Rawdon bank: 


were people who wanted to transfer their money to Bermuda 
either to avoid United Kingdom tax, or in order to have part of : 
their capital outside this country. The plaintiff gave general 
advice to customers or potential customers about the advantages ` 


of transferring money to Bermuda, the various options open to. 
them, the services that the Bermudan bank. could offer, the. 


stability of Bermuda and the respectability, reliability and. 
expertise of the Bermudan bank in relation tó the services it - 
-provided in Bermuda. Section 44 of the Income Tax Act 1952, 
and its successor, section 481 óf the Income and Corporation 
Taxes Act 1970, were well known to him; and that every cus- 
tomer might be the subject of^a section 42: inquiry; and that . 


inquiry might be made of him; but he kept no special records to ` 


enable him: quickly and conveniently to supply particulars 
required by a notice under section 414 or section: 481. 

In January 1972 the Revenue served on him a notice under: . 
section 481 requiring him' to furnish, on or before April 7th, 
1972, particulars. of. transactions and operations in, or in con- 
nection with which; he or his staff had acted since April sth, 
_ 1965, for a United Kingdom customer. The transactions and’ 


' operations specified were the formation or management of a. 


` foreign company or partnership, the creation or execution of 
the trusts of a foreign settlement, the transfer of assets to a 
' foreign company, partnership or settlement, and the acquisition 
-of an interest in. such a company, partnership' or settlement. 


The particulars "required were thé names and addresses of- 


customers and their agents,” 

The plaintiff brought an action for a an T the 
notice was invalid: because (a) there was no statutory authority 
-entitling the Revenue to serve a notice in the form issued, and 
to require the information specified in the notice, (b) the 
Révenue had not exercised their statutory powers reasonably, 
in that the requirements in the notice wére uriduly burdensome : 
and oppressive. 

Held: dismissing the action ( 1) the Revenue had power under 


Lj 


- ` ` 


; m . 
. - >= . 
' L] - . ~ 
E y - $ : "m by , A A : SU ENS 
vos ` = : Um E T . 
x E 4 = e 7 4 ar E ELS e aid * r 
r a+ " = 
Sas ace r CANI: 4 ` x - mee x , ay t Y i 
1 + . 4 E A to . 
i ` rt 
: . 1 ote $ pa r 1 
a ^ X A i pa d ‘ = i ] 
. | | | b * 
T, e n . 5 - 
- ` ; r1 $a » " * t 
T , LI 
k ^ad t. - t ` 
4 , 
ta 
` 





A - " 


~ section 481 to serve on, an intermediary a notice for information 


about spécified types of transactions’ without specifying a par- 
ticular transaction or a named. principal, and as the plaintiff 
was an intermediary within section 481 (2), he was obliged to. 
‘give the details in the notice, (2) the required particulars were 


- not unreasonable. 


. 


Duff v. Williamson 
In the High Court of Justice (Chancery Division) — June 20th, 
1973 . ' . 

(Before Mr Justice PLOWMAN) i 


. Income tax — Medical practitioner — Research scholarship in 
` company — Receipts from company — Normal fees for treatment 
Sor employees — Knowledge gained in research to be used for benefit. 
.of company ~ Liability to teach another doctor — Whether recetpts 
capital or income + Whether Case. II or Case VI of Schedule D. ' 


The taxpayer, a medical ‘practitioner, ' left’ general medical ` 
. practice to devote himself to research in certain branches of: 
medicine. On Juné 11th, 1965, he entered into' an agreement 
; (the Scholarship Agreement) with a company.. Under that 
agreement he received payments amounting to £3,000, and. he 


continued to'carry on his profession of à medical practitioner. > 


He undertook to use the knowledge gained from his research 
for the benefit of the company. If he treated employees of the 
company at the company's request, he was entitled tó be paid 


his normal fee. After the termination of the Scholarship Agree- * 


ment he would, at the request of the company: give medical 
treatment to its employ ees, and he was entitled to be paid 


therefor. The company had the right to ‘require the taxpayer 


to teach his skills to ancther doctor for an appropriate fee. 
The taxpayer was assessed under Case II of Schedule -D, 


and alternatively under Case, VI of Schedule D, for 1965-66 p 


to 1967-68. It was contended for the taxpayer thàt the £3,000 - 
he received from the company was not assessable under either 
Case II or Case VI. The Special Commissioners decided that . 


that sum was received by the taxpayer in respect of a scholarship, .- l 


and was not a contractual amount; and that it was not in respect 
of professiorial services, and was accordingly outside Case II. 
Held: the £3,000 was received by the taxpayer in terms of a 


contract, which was a norinal incident of his profession; and - 


that thereforethe Special Commissioners’ decision was wrong and 
the £3,000 was assessable under Case II, and not under Case VI. 


Way v. Uaderdown 
In the High Court of: Justice ¡ae Dison) - July ath, 


4 1973 


' (Before Mr Justice PLOWMAN) É 

Income tax — Commissions — Assessments ünder Case VI — Appeal 
before four General Commissioners — ‘Precepts issued — Not fully | 
complied with — Assessments under Schedule, E — Heard concur- 


' rently with Case VI appeals — Before three Commissioners + Cases 


stated — Motion for declaration that stated cases'a nullity — Alter- 


natively for order that they be remitted to General Commissioners — - 


Whether certiorari the appropriate remedy — Income Tax Act 


1952,. sections 52, 510 ~ Income Tax Management Act 1904, 
i section 12 — Taxes Management Act 1970, section 56. ` 


"Assessments were made on the taxpayer under Case VI of. 
` Schedule D for 1959-60 to 1964-65 in respect of insurance and 


- other commissions. An: àppeal came on for hearing before four ,: 


_ General Commissioners, and while the taxpayer was under. 
cross-examination the Commissioners issued precepts under 
section-12 (3) of the Income Tax Management Act 1964 for 
him to make available for inspection bank and other accounts, — 
and other,documents, for the period April 1958 to- April 1965. | 


~ 
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appeals were then adjourned, and subsequently notice of five 
Schedule E assessments were served on the taxpayer in respect 


. of sums from a company. Three of these assessments were for 


1960-61 to 1962-63, and the others for 1963-64 and 1964-65. 


Notice of appeal was given against all three Schedule E assess- 


ments. When the Case VI assessments came on for hearing again, 
on February 8th, 1967, there were only three of the four General 
Commissioners present, and they decided to. hear the 
appeals against the Schedule E assessments concurrently with 
the Case VI appeals. The total of the Case VI assessments was 
reduced, as were four of the Schedule E ones. 

The taxpayer asked for cases to be stated, and that was done 


on February 13th, 1973, and were filed and set down for hearing ' 


on March 13th, 1973. On May 24th, 1973, notice of motion was 
issued on behalf of the taxpayer for a declarztion that the stated 
cases and/or the proceedings were a nullity or, alternatively, for 


_an order remitting the stated cases to the General Commissioners 
. for amendment. Five grounds were submitted for the declara- 


tion of nullity: (1) that one of the four General Commissioners 





The Organization 


A managerial myth 


» 


HERE is ari uncanny sanctity attributed to the organization | 


chart by its advocates; it is regarded as permanent, im- 
mutable, a reliable framework for corporate decision-making, a 
visible indicato- of organization efficiency. These attitudes, 
according to Professor Tsaklanganos, of Rutgers University, 
writing in SAM Advanced Management Fournal (April 1973), 
are evidence of the existence of the myth. He suggests that the 
myth is foundec on assumptions that: 


(i) lines of authority fan downwards from a single source; 


(it) reporting relationships. are formalized along vertical lines, 
with each subordinate reporting only to one superior; 


(111) the organization is a static and necessarily bureaucratic 
unit; and 


(iv) job titles are comprehensively descriptive of the jobs to 
which they relate. 


As generally presented, the organization: chart is a classic 


example of the triangle theory of management, with a single 


source at the apex delegating authority to successively lower 


levels, on the military model; whereas, in the business environ- : 
ment, authority is a shared process, involving acceptance by 


subordinates rather than mere imposition by superiors. The 
form of the chart, with boxes linked by individual vertical lines 
tends to confirm the idea that a subordinate is responsible to one 
superior only. 

This apparently closed relationship is misleading in present- 
day organizations where there are usually networks of inter- 
acting lines of communication between executives at different 


levels. Managers work 1n close liaison with each other, varying 


reporting relationships according to the needs of the activities 
on which they are engaged. John Argenti, in A Management 
System for the Seventies, exemplifies this dynamic view; present- 


ing a model of managerial activity which emphasizes. the need 


for reporting and control structures relevant to each particular 
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- was not present at the resumed hearing, and he did not sign the . 


stated case relating to the Case VI assessments, (2) that the two 
sets of appeals saould not have been merged, (3) that the 
Inspector should not have been allowed to contend that the 


‘Schedule E assessments should be.increased ; and that the Com- 


missioners shoulc not have made a finding alleging wilful 
default by the taxpayer, (4) that in five ways the Commissioners 
had proceeded contrary to natural justice, (5) that a schedule 
drawn up by o one of the General Commissioners omitted certain. 


items. 


. Four reasons were submitted for the remission of thé stated 
cases: (1) that facts had been omitted from the stated case, 
(2) that material documents had not been particularized, (3) that 
material facts had not. been incorporated, (4) a statement giving 
figures expressing or implying reasons for the decision should 


have been include. 


Held: (1) taking the reasons singly and collectively there was 
no ground for a declaration of nullity; (2) a case had not been 
made out for the remission of the stated cases. 


* 


Chart 


task, in circumstances where a subordinate may be engaged on 
several tasks, delegated by different superiors. 

The structured format also tends to conceal the important 
effects of informal systems; when people have worked together 
for some time, they develop a network of relationships, laterally 
and vertically, wh:ch has a significant effect on the operation: of 
the organization, but which is not incorporated in formal records. 


Functional the>ry 


Organization char:s take a “functional” view of corporate struc- 
ture; subdividing it into traditionally defined departments. 
This arbitrary departmentalization tends to increase workload, 
cause delay and irduce interpersonal friction. For instance, the 
almost inevitable disputes between production and sales are 


‘attributed by some theorists to the effects of the time-hallowed, 


but artificial, subdivision of what. should be a single function 
(supply) responsible for the entire chain of activity necessary 
to supply the customers' needs. 

Again, charts are credited with communicating job titles and 
(by implication) :ob descriptions. In fact, few management 
posts are precisely and exhaustively defined by their titles, 
because those titles are either traditional (and-no longer descrip- 
tive) or have been modified to enhance the status of the executive 
rather than to inform the inquirer. 

Thus -Professor Tsaklanganos concludes that the chartists' 
basic assumptions are not valid, and that the organization chart 
is an over-rated tool which embodies the concept of a com- 
prehensive bureaucratic structure enveloping the entire cor- 
porate organization. Further, this concept is particularly attrac- 
tive to the insecure, unenterprising manager whose desire to 
bolster his own authority. makes him willing to stimulate the 


growth of bureauczacy ~ even at the cost of intra-organizational 


conflict and administrative ineffectiveness — as the dynamic 
organization is corstrictéd to fit the confines. of the static chart. 
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Edgar Allen's Growth Potential 


quu year considerable and successful 
efforts have been made to improve the 
presentation and quality of the informa- 
tion given in the report and accounts of 
Edgar Allen & Co. This is just as well 
since the accountancy profession 1s 
strongly represented in the boardroom. 
Mr F. A. Ross, F.C.A., is chairman and 
Mr J. K. Warburton, A.C.A., A.T.LI., is 
secretary and group accountant. Mr Ross 
formerly combined the office of chairman 
and chief executive but from the begin- 
ning of May became non-executive 
chairman of the board with Mr S. 
Armstrong, F.C.M.A., appointed group 
managing director and chief executive. 

The Edgar Allen group manufactures 
and sells a wide range of products to a 
wide range of customers, the main prod- 
ucts being special steel, steel castings, 
steel forgings, stainless steel fastenings, 
engineers’ cutting tools, railway track- 
work and industrial fans. The main 
industries served are the non-electrical 
industry — itself very diverse — civil en- 
gineering plant, oil and chemical motor 
vehicle manufacturing, railways, iron and 
steel, and aerospace. 

That is how the group is described 
under ‘Activities’ in the directors’ report 
and it is helpful to have such a full 
description, particularly since, in the 
report, it is immediately followed by 
the breakdown of sales and profits as 
shown in the table in the next column. 


Second-half recovery 


The year under review was notable for a 
remarkable recovery in trading conditions 
in the second half following a first half 
depressed by industrial unrest and low 
turnover. At the half-year, market pre- 
tax profits were a mere £190,000 and the 
full year results are therefore, as the 
chairman comments, ‘highly creditable’. 

Obviously a second half which brings 
£895,915 out of a year's profit of 
[1,085,915 was something out of the 
ordinary and the directors’ report em- 
phasizes that the second-half profit is not 
representative of a normal six months' 
trading. The board considers that about 
£200,000 was non-recurring trading 
profit. Industrial disputes and stoppages 
at the commencement of the year affected 
the incidence of earnings between the 
two half-years. On October rst, 1972, the 
cutting tool and tool steel businesses of 


Activity 

Engineering and other 
Steel, foundry and forging 
Overseas subsidiary 


Net interest not charged to an activity 
Holding Company expenses 


Group profit before taxation 





1973 1972 
External External 
Sales Profits Sales Profits 
£000 £000 £000 £000 
6,869 497 6,760 787 
6,522 779 5,858 684 
251 41 250 28 
13,642 1,317 12,868 1,499 
(127) (111) 
(104) (119) 
1,086 1,269 
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the British Steel Corporation were bought 
and the acquisition largely accounts for 
the increase of some £3 million to £11:8 
million in capital employed in the group. 

Expenditure on additional plant and 
premises was a record £1:8 million and 
because of the allowances available no 
corporation tax is payable on the group 
profits. This naturally is of major help 
to the cash flow. A high rate of capital 
spending will be maintained in the cur- 
rent financial year and beyond. The 
chairman comments that much of the suc- 
cess achieved in the past five years can 
be attributed to the group's ability and 
willingness to invest in modern plant 
throughout the group. 

The emphasis in the statistical section 
of the Edgar Allen report is on the five- 
year record. The group cash flow figures 
are provided on a five-year basis and the 
five-year review is a précis of profit and 
loss accounts and balance sheets. The 
‘Group statistics’ are shown in a separate 





Mr S. Armstrong, F.C.M.A. 
Group Managing Director and Chief Executive 


table and comprise issued ordinary capital, 
earnings per share, gross dividend per 
share, dividend cover, the percentage of 
group operating profit to turnover, and 
the percentage of group operating profit 
to capital employed. 

There is an analysis of ordinary share- 
holders by category and size which shows 
there are 1,630 holdings under the 
“individuals and nominee holdings' classi- 
fication accounting for 65:4 per cent of 
the equity. In terms of size, 34:1 per cent 
of the capital is owned by holders of 
between 100,000 and 399,999 shares. 

In five years earnings per share have 
come up from 3:4p to 7-op, and although 
dividend has been raised from 1:8p to 
3'911p a share gross, cover has improved 
from 2*0 to 2:2 times. As a percentage of 
turnover, operating profits have improved 
from 7:3 to 977 per cent and as a per- 
centage of capital employed from 8-4 to 
II'2 per cent. 

The Edgar Allen report certainly lets 
shareholders see right into the group, 
and the seeing is easy as the layout and 
style of the report are particularly neat. 
Illustrations in colour at the beginning 
and at the end provide information but 
do not intrude. Incidentally, it is worthy 


of note that the report is designed and | 


printed internally by the company. 


 Adapting to change 


With one small exception the accounts 
have been drawn up to comply with 
ASSC recommendations — the exception 
being that investment grants have con- 
tinued to be deducted from the cost of 
fixed assets. The view is that there is a 
degree of opposition building up against 
this particular recommendation and the 
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5. amount of the grant at £9,000 is, in any 
. event, small. 

s Properties were last revalued five years 
ago and so an independent revaluation of 
land and buildings has been put in hand 
and it is hoped to incorporate the figures 
^ in the 1973-74 accounts. Whatever may 
|... have been done internally, there is no 


external evidence that compliance with 
ASSC recommendations goes as far as 
providing a current purchasing power 
statement. 
What is provided is more basically 
informative. There is a full list of 
principal companies, their addresses and 
their products and the salient features 
Of the five-year record are separately 
shown in horizontal chart form for those 
who like that kind of thing. 
=~ Mr Ross tells shareholders: ‘there is 
considerable growth potential in the 
group if we are alive to our opportunities 
and willing to adapt to changing condi- 
-~ tiong’. The new style of the report and 
| .. accounts is one piece of evidence that 
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adaptation to change is by no means 
lacking in the Edgar Allen organization. 


Magnet Depots 


HAT was in 1966 the exceptional 

and even in 1970 the minority 
occupation, is now the main trading 
operation for the Magnet Joinery group. 
In 1965 the company began trading from 
its own depots as distinct from trading 
through builders’ merchants and whole- 


Years Number 
ended of 
February Depots 
1966 10 
1967 14 
1968 19 
1969 36 
1970 42 
1971 51 
1972 64 
1973 79 
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salers, and was ahead of its time in what 
is now the cash and carry business. 

The growth in depot trading was 
relatively slow at first but was consider- 
ably accelerated as the style of trading 
proved acceptable to customers and profit- 
able to the company. A table in the chair- 
man's review, shown below, with the 
latest accounts shows the pace of 
expansion since 1966 and also the fact 
that in the past year depot sales increased 
by as much as 81 per cent. 

This year so far depot sales are 9o per 


Ratio to 
Depot total 
Turnover Turnover 
£ 

588,542 9.3% 
905,272 13.2% 
1,396,879 18.6% 
2,262,745 28.6% 
3,149,874 38.6% 
4,580,534 48.9% 
7,692,232 62.6% 
13,950,820 73.9% 


1 EDGAR ALLEN & CO. LIMITED AND SUBSIDIARIES 


" _ Group turnover 
n 

Group operating prcfit 
E Interest 


Group profit before taxation 


S Taxation 


Group profit after taxation 


Preference dividends 


Earnings attributable to ordinary shareholders 


|. . Extraordinary items 


Available for ordinary dividends 


* Ordinary dividends paid and proposed 
Profit retained 


Earnings per ordinary share of 25p 


Note: 


- yw -s 


The calculation of earnings per share is based on earnings of £645,909 (1972 — 





GROUP PROFIT AND LOSS ACCOUNT 
FOR THE YEAR TO 31ST MARCH 1973 





























1973 1972 
Notes £000 £000 
1(b) 13,642 12,868 
AA Net assets 
2 1,318 1,394 Current assets 
4 (232) (125) Current liabilities 
1,086 1,269 Working capital 
5 (416) (510) Fixed assets 
8 670 759 
(24) (24) 
Financed by 
646 735 
Sh ital 
" dis; E are cap 
Reserves 
604 752 
Shareholders' funds 
7 (297) (346) 
— Loans 
8 307 406 Deferred taxation 
7.0p 8.0p 


F. A. Ross 


. £734,568) and 9,215,120 ordinary shares of 25p each in issue after the sub-division on 


` 10th August 1972. The earnings per share for 1972 have been adjusted accordingly. 


S. Armstrong 


The notes on pages [221 to 224] form part of this account. 


Figures in brackets denote deductions. 


GROUP BALANCE SHEET AT 31ST MARCH 1973 

















Increase 

1973 1972 in year 

Notes £000 £000 £000 
9 8,272 5,5554 2,718 
10 4,355 3,238 1,117 
3,917 2,316 1,601 

11 6,555 5,350 1,205 
10,472 7,666 2,806 

13 2,784 2,784 — 
14 4,035 3,724 311 
6,819 6,508 311 

16 3,015 865 2,150 
1 (h) 638 293 345 
10,472 7 666 2,806 








Directors 


The notes on pages [221 to 224] form part of this account. 
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net report, 85 depots were being: operated. * 

"The Magnet historical record in the report - 

“only -goes Back. five years but in that- the- 
period. pre-tax; profits have risen. from - "GS AS 

£972,614 to -£5,743,939, earnings per: 

. Share from 7:9p to: 56:6p, and assets per: 

- share. from 45° gp to: e Sp. iis 


"HERE "Was “recent reference to" the -` 
‘audit’ by: Arthur Andersen & Co of. 
‘purchasing . “power” ‘statement of. 

. Robinson (Stoke-on-Trent), ‘The 
‘true and fair" view was further extended 
in the auditors’ report and men full? report 
s was as follows: a: os 


*s PE 


r 


Pi 


y 





We have examined. the balance sheet of G. A. Robinson (Stoke- on- Trent), Limited and the’ . 
consolidated balance sheet of G..A. Robinson (Stoke- on-Trent), Limited.and its sübsidiaiy NS 
companies at 28th February, 1973, ¿and the related ‘consolidated profit- and loss account. 
and. consolidated statement, of source and: application of funds for the year ended E 
“on that date. The accounts of certain subsidiaries, representing’ approximately twelve per. 
. cent; of consolidated net tangible, assets and six pnr cent. of Conoldared sales, were. 
m examined, by other aüditors.; , E LA t 
* Jn our opinion, the accompanying accounts presented: on an ‘historical cost basis: give, a “.- 
` true and fair view on such basis of the state of affairs of the- ‘Company and the Group at ^ 
28th February, 1973; and-of the profit and source and ‘application of funds of the, Group ^ 
7v for’ the year ended on that date, and comply. with.the Companies Acts, 1948 and 1967. E 
: Also, we have examined the supplementary current general purchasing. power statement : 


Ys 4 ^ i ie J r E am : a E A n x = d " M et A lá a? - ye T e $ AA io i pu ! E qu in 
- X. | ^ i 3 2 A PA i - Nx -" 34 x tr UM NN RUE x ENT p; E CE F r rt pm ‘ E n ste y. A 1 > . . 
= i Jd A Y E.M us és i ea ” THE , ` x : . 7 f M - ‘ a ] a + e 
x j : i gre 332 "e E Li * un Lnd CU [Xs ms PEN ES M r xh oe * 3 rur i dr. ` z " i. pe 4 E v: - Uu i * 
C9 7L ott pete ee q^ Xu ta e qe o zm Ms E k ELE NEC, TIPP C r 7 LA E: 
r ‘ws + x Ar t f^ q Es i ar yr» A i ^ UA o 2 1 AN ae - Vt» A oh 2^ Ad ` T -— ` M " ^u 
: E giist 16th, 1973», E NR ES L ec UN 1 rs a T Hou cerea coe qug ES oa, 
Lu MUN GR PRORA ee rns ML EET E z 
` t “a T- : B us x = = K . è 3 E i Ms E f : P Ud 3 qe "e 2 i CT x ^ ba ora = x qn 4 
E * QU zoe z e g > E 
the earl SE] o DR NO A _ Lively ‘Greene. King ^ |— Mp 
centi ‘up on: it e, ear y part of: last year. an dn Fi aM T "e PR QE M ix Pepe! 2t 
u wow) o RT - * 4 e ^ 
+ + ^k i CERT) 
atthe tiine of the:recént issue of the Mag- t | NM 


EER drinkers bend the: elbow to the s di 
¡inevitable ' that ‘sooner or ‘later “the -* 


7 nationals’ will: catch. up with. the’ few" 


remaining . independent - brewers. The.. 
_stock-market insists that Greene, King 8. 
-Sons of Bury StEdmundsis an independ-: - 

ent that may have to go national. But no. . 
reader: of the company's recently issued: $- 
“annual report could. fail to acknowledge . E 
the individualism in the company and the . 
staunch independence: in the boardroom ,: 


where some‘ 3-4 million" of the, 8: T 
l million; issued' shares are held. / Mg 


For . one: thing’: Sir . Hugh- Grene 
K. C.M.G., OBE. calls -~ the -eoinpany’s - n. 
‘pubs. *pubs'' which is, something: a MX 
national brewery chairman rarely, if: "ever, | 
does? In national termis “they. are ie 


EDGAR ALLEN. 
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4973 + 1972 | 
, £000. £000 - 
Net assets E WS E E ES ` * M E ` | i A : xe r> aa Pe Me ES 


Currentássets. M0 o D 


ad 
E ^ 
* 4 he * ` 


12“ "es Aid 
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o Current S ao es Pas de A "DR 
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Eg 4 


` O + e ud A 
ts . co : NM 
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l + Net currónt liabilities a AR LLL. 
BT ástets . AME UE A ES 


interests in subsidiaries ++ ^ 757 00017: 
à v E eo . E 


' 
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A Financed by ` A hoc uie c^ ci 
ae - Share capital | A elt ae 
` sr 2 i . E X . : . > | / WES F f 1 j 


Reserves , - 


og a 





1 7 








K » FA, Ross ; E ee a 
po > ^ 5 Directors - | © .—— EM E 
d "M ‘Ss. Amon e em ve A 
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4 gone à i 7 
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. Figures in brackets denote deductions:», a? E V MEI esc M 


- which. the Company has prepared to restate in summary form the results and financial 
“position of the Group: in terms of. the purchasing power of money at 28th February, 1973. ^ 

- The bases used by the Company, are described i in the notes. to the. statement. In our opinion, 
the. statement gives a true and fair view. of the, information set forth therein. eS 


ra e ee C C ARTHUR, ANDERSEN '& CÓ. 
MD DOLLS M ee T ES - Chartered Aécountants, i 


BALANCE E SHEET AT 31 ST: MARCH 1973. dei 


J.=- Stocks and work-in- progress are, in general, valued at the lower of cost, including. EE 


The n notes on pages (221, to 224] form- part of this account. "ae (e PE l 





P company” s. properties”, ‘on ‘licences’. or... DU 
simply - 'outlets"." : Says Sir Hugh: We, s- 
remain on ‘very, good -terms: with the”: ; 

l ., tenants of our. pubs: and believe that in, 

et >; most situations they'can and do offér the. 

“public excellent service. It has been: our — 

> depláred policy not to evict day tenant: ES 


i os 
, ^ . - 
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NOTES TO THE ACCOUNTS PETI 





E 'Néte1 e utt : 5 E i : i i P ] » s i : 5 Q7 s . cS jt a 

Accounting policies, -© "72, - pov eme $a 
X Loc A x QUI baie? * a ` E ñ Lat 

ir: Group accounts 2 EE ME. 


. To avoid delay: in finalisation rof the group accounts, the : ‘accounts of the. % o 
‘Rhodesian subsidiary are made up:to 31st December annuaily. The net difference | a 
arising on ue inter- -company accounts within the Group is not material. . ge teas 


- EN 
^ . a 
+ wa " ` t 


n - * ” 


Group turnover ug 4 re 4 tere: 


- "nes 


The groüp turnover fopresonit sales to Fs cüstomérs outside the Gui at invoiced: 
prices." ^^ ks De! \ 


', Analysis between the Group’ S activities. is shown- on ‘page: 14, 'INot Ripioducéti: 
~ of- the Directors’ rapon, "A T 7 PN E^ 
A t E * i 


Extraordinary items A , ick WM Lx BO rip. E K 


The: items classified under this heading are » those € items which derive from. s 
events or transactions outside the ordinary activities of the business and which are” nn 
.not expected to recur frequeritly Or regularly. They do not inciude itéms which.. | e 
though exceptiónal on accodnt.of. size and ‘incidence, derive from the ordinary... 
activitíos-of the business. Neither do they include- -prior year items simply because : 
`. they relate toa prior year. Extraordinary i items are.shown separately i in the profit and: 
loss account and' are not included in. pron before taxation. M 


v vl ES 
hn t . E i / ` ` n à; 4 A , E: 
(d) Fixed assets, PELO ` : . P o£ qe. e O 


^ — 
i PD 1 ™“ 


Depreciation on plant and machinery is provided | in equal annual instalments over ' 
the estimated: life of the individual assets, and is caleulatga: on ‘net cost after. D 
deducting investment and other grants. '-“-' i "EE 


Freehold and long leasehold buildings are depreciated: over- 50 y years. No caprae x 
ation is provided. ‘in respect, of freehold ‘land, = 3 di 


ra f , . . € x E = i c . a " : E Pe 
 Repàirs and reriewals coo ee x ue Ign 


ius 
The cost of repairs and renewals which do not enhance the value of f existing assets; 
is written off to revenue as it is incurred. a ja ae. ; 
Plant leasing: Be i 22 gel. ETE. SE 

With the exception of a fow very minor items of equipment the Group does not leise. C^ 
any, plant and De . a a zoo waa 
NN y f 4 wed 


P 
-» 


4 e g * e * ^ "m 
.Stócks and work-in- "progress. ve g $^ yd E 


- 


manufacturing overheads But excluding "selling and administrative overheads, and. . 
.'. net.realisable.value. ‘As regards long-term contracts profit is generally taken on Une 
"E completion of the-contract, but limited profit may be taken in those.cases where ' 

progress' claims liave been invoiced to the'customer añdi in certain cases where coat RS 





CAR “order to install a manager and we have 
. p. ho reason to change this policy.” But when 
there is-a vacancy the point of tenant or 
S manager is carefully assessed arid currently.. : 
about 20 per cent of the company s total 
trade ‘in its own” pubs is- through ` 
managed housss. 
-., o Greene King -employ over ` 
. people and discussion groups have been ` 
- formed within the company. Sir Hugh. 
^. 3ays «that' all staff and employees are 


+? 


.. interest and ‘there is lively participation’ : 
ro^ In the past year net sales rose 14 per cent . 
^ c0 £14:46:mill-on, with pre-zax sales up . 
k 31 per cent to £x, 674,965. Present- price” 
-*  sontrols do not worry the company since 
there is confidence that 'growth i in sales . 


y! 
, 3 ` 
E i 24 


1,000 | 


2 allotted to groups with some common . 


THE © 


- l 
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-will more than take care ae uico 
rising costs'.. Here's to the continuing 
independence of, Greene Hing: l 


Transparent Paper | LI AM 


N historic. ‘record. of- group fed 


assets is provided: in the directors’, 
report to shareholders in the Transparent. 


; Paper company. Under freehold land and | 
buildings the. first’ line is ‘Valuation in 


1937 and expenditure to December 1963”: 


at £1,091,000 and book value of £442,000. 
Then in the following nine lines expendi- 


ture to the end of the financial :year and. 
book value'is provided to give a total of 


. yaluation and expénditure of ‘£1, ,229,000 
and. Book value ot £547,000. It ts stated - 


i ^ z 7 ^ 


ACCOUNTANT, - 7. 


: : E ? EL" e NES 
NES NC nun 1973 


T o "ro T Ff 


-that the current valuation [T insurance 
replacement: cover of thé buildings is. 
£3,640,620 and the land was valued at 
March 31st, 1965, at £TI0, 000. . 
^ Similar figures are’ provided for: 
machinery, plant, equipment-and vehicles. 

, giving ‘total expenditure to December” 
1963 at £3,168,000, and then expenditure - 
figures for the following nine years to. 
.give.a-total of £6,345,000 of expenditure 
and a book value of £1,493, ooo. The 
Current valuation for insurance replace- 
ment cover is £10,588,550. ' ‘ 

. The- Transparent” Paper report and - 
accounts, incidentally, are presented in 
what this column at least considers an 


unusual typewriter-style print, and in an. 


individual and pleasing manner. . 


+ 
sZ. 
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2 "e - | “¿EDGAR ALLEN € CO. LIMITED - ` - 
/ o. E * Sy fe eae ae ; ay 
- , p MEE a 7 ^ 
NOTES TO THE ACCOUNTS (continued) . E Tm 
' Note1 n j >] Note 5 ec eus d m TA s 1: O 
Accounting policies: (continued) ; Taxation  -. c ces oe ae 7 £000 £000 
2) ‘Deferred taxat'on ^ : poda ty |. Corporation tax on“ profits of year’ at 40% l : —_! 310 
d ` Deferred taxation represents corporation tax at 4096 on the amount b»: which the.. . Overseas taxation 4 M ‘ Lg . po s 12 
: balance sheet amounts of plant, machinery and equipment exceed theif corres- -| Transfers to.deferred- ‘taxation i ^ 410 190 
e +. ponding tax writt2n down values reduced by the amount of certain provisions not-.| (Jnger/(Over) provisions’ in previous years ] x «D 
ced . vela allowed for tax purposes until a la-er period and the amount of any Ben SE T Cor oration'tax ` dE (15) (17) | 
" o corporation tax recoverable. : p Loue QJ df Er roe urls -r an : 
` : VR Deferred taxation E d. D YS X n 15 
durs (i) Intangible assets gt ON E ZA Ws Ep. GRO XE used g ! 
S. gm d EN j| 416 510 


. o o, Research and development . i g 
All. expenditure i is written off as it is incurred. 
4 A x e d + : e , ‘ ] , 
js jd N 
Note 2 a si 


. Group operating ‘profit 


The Group operating. profit is stated after Shorging/ (crediting. 


ae ^ the following :— ^ rA 
. Depreciation jerk 
» .', Provisions relating to Rolls- Royce Limited 
Auditors' remuneratior (including expenses) 


AS Remuneration of the' Directors of the Holding Compahy 
~; ' > Fees 


Management seryices, including pensicn ticas i 


E yY " 1 | 2 A 2 UN f y -. 
. " * e d n » g a : E - 
- ` > - 

Ncte3 > - > uu al 


Directors’ emoluments as , 


(1872 < £11,059). - 


"The emoluments of the other Directors, ‘excluding pension contributioiis, fell Within 


— the following ranges: — ` 


1 : ' N ` 


] | | 

: Lp to £2,500 
“+ £7,507 to £10,000 - | oS 
“£40,001. to £12,500 ! 


.. , Noze4 " NE po 

< 7> "Interest ` . 

“ Income from unquoted investments  : c 
Bark and loan interest receivable 


ON Bank and loan eae payable B : l Tus 
., . Dekenture interest payzble Sew 7 


" i uy ` 


Figures in brackets dente deductions. 


: 
* 
: y 


The amount, if any, paid for goodwil, how Row jee or trade marks i is fully . 
A written off durinc the year in which the payment is made: : ž 


The emoluments of the Chairman, excluding pension contributions, were En ,862- 








Tax losses of a subsidiary of approximately £92, 000; are. available against future profits . 
of that company. 

Transitional relief for advance corporation tax estimated at £48, ees is available against 
future ten tax liabilities. of the Sie 
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| "s. + | Extraordinary items ^R ee ee ONE MOMS 
1973 1972 Legal and professional fees; on acquisition of E a DN. MEE T 
'» .* £000 ? £000 | businesses from British Steel Corporation * UM p 28 o — 
A" 537 "- 387 Profit on sale of 49% interest in. Australian subsidiary - (6) — — 
.'* (18). (12D) | Profit on “sale of non-trading subsidiary mL . (10) — 
i 18 '15 | Loss on sale of laundry company 27 = 
“ + | Profit on sale of unquoted investments - — (20) 
9 «9 Deposit retained on abortive sale. of shares in PNE , 
, 85 .83. | Australian.subsidiary ' — . (2) 
| Termination costs on closure of Italia A 3. 5 
: SOM ` "e O dS 42 (17) 
$ > ` 1 v £ 
3 ] s qa: ta. d GET DE 
n ‘Note 7 ox 
| "Ordinary dividends Sid ¿nd proposal zie a 
. |. Interim of 1.625p per Share paid. 2nd April 1973 ^ E i 
(1972 — 1 .625p) - 150 150, 
MES 1973. 4972 Proposed final of 1.6p (nen) per: share (equivalent l 
* CRM NU e to 2.286p gross) payable 7th aad 1973 | E 
uk E n pa e (1972 — 2125p Bree i AAT l 196 
B e 6 . z . . ‘ . ed e BW" A 297. |. 846" 
“= SEEN ee A tax credit of £63, 189 will be attributable to ordina. shareholders i in id id the 
P f SA . proposed final net dividend of £147, 442. 
: £000 : £000 ; Note 8 a S ee "EE 
3 (4)  '(15) | Profits retained . na woa E pod Rar ue a 
(40) (18): | In reserves of subsidiaries ` A 281 392, 
"m eae nie ‘In raserves of Holdin Com an | i "4 E 14 . 
f^ (81) (33) | g p IM és "LX F | | 
PR E M tU. as debis 307;^ 406 
e 67 ^65 .67^7 7p). V 
—— > —— £345, 075, (1 972 — £366,575) of the Group proi after t taxation has been dealt with i in 
r ¿232 . 425 


Dus accounts of the Holding Company. 
LA 








Figurés in "brackets denote deductions. . as A 





` i.e sebo n , : 3 : 
i e A - ee 
d E s a s : 

2 E E a - d - t, ri - à Lx * Td r , 4 t a 
1 dE > u ko or ` MEN d “ + , 4 " 1 * ` 5 * 
C - E E d tr y a , ` s - A 
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"us os x5 E “EDGAR. ALLEN & CO LIMITED E ee o E 
n * 3 * ij ; : . . " ` 3 -3 ' , L] 
EE a 4. NOTES to THE ACCOUNTS (continued) e Es CD MEN 
` Mote” ` | SNC ME Np gt Increase/ | Note 11 uc LEO 
' Current assets l . 1973 1972 (Decrease) | Fixed assets (continued) T 
"I l l TM - £000 £000 £000 |/ No provision has, been made for. liability to corporation tax on capital Báíns, if any 
Group - Stocks and work-in-progress — ' n 4060 “2,612 ^ . 1,448 which might arise on the realisation of these assets at their net balance sheet amount 
E Debtors and bills receivable — . 4,123 , 2,7789 . 1,334 The leasehold land and buildings are all on long lease with one exception, which i is. 
Cash and bank balances * . . ^. gg 153 (64) | included at a cost of £6,629 and which is now fully depreciated. : 
- ct og 25 ) Zo The amount receivable in respect of investment and other grants for the year ended "S 
/ } 8,272 5,554' 2,718 4 31st March 1973, estimated at £9,000 (1972 — £76,000) has been deducted in arriving ~ 
: d E a at the net cost of the relevant fixed assets in the Group balance sheet, There were no '' 
Holding - Stocks and work-in-progress . 8 . 6 | 2 |: investment or,other grants receivable by the Holding Company for the same period. . 
Company: Debtors | A | .20 28 - (8) | THe freehold and’ leasehold land and buildings of the Group were last independently 4 
n , it ; ~ i lM Í revalued on a going concern’ basis at ist October, 1968. A new rovaiaton is to be 
os Á 28 ... 34, . (6) undertakeri in 1973. 
i a tn A L———— 007 ; 2 r kooi . CENE EE i m 
Note 10 . : : i mn Le 7 y a 
Current liabilities N _ | Nota 12 EN T" 
Group.’ --Bankoverdrafts — . 183 31. .152* | Future capital expenditure ; T l , 
` í “Acceptance credits MEL ; 750 . 760 '" — | ‘Contracts for c 'capital expenditure not l x5 C. 1973 e 1972 
. Creditors + 2,927 . 1,815 1,12 |-provided for in these accounts EN E £000 `, £000 
sU + 570 Taxation ' E |^ 186 . 446  .(260) | Holding Company zd pert wel 
Kk Dividend on preference shares - 442° > = - 12 | Group . '" 238 . 126. 
zh . - Dividend on ordinary shares - EU M os ' Capital expsnditure authorised but not ; ^ j DE 
interim  .- à 150 i .150 j| contracted for at 31st March 1973 ~- " NUN 
« proposed final - z "147 196 (49) |. Holding Company — . 25: = 
f . : ; TE. —_ ce ——- |- Group l 124 28 ' 
i 007 .: 4355 . 3,238 1117 |. os LM T Fi f 
' Holdiñg Bank overdraft E ' — 88. 3. 33 | Note13 - PL AUS up Us .: ' Issued 
Company -Creditors 3 ` 906. :120 l 245 | Share capital of . ln Authorised and fully paid © , 
„Z ry, Dividend on preference shares a as m 12. | Edgar Allen & Co. Limited : 1973,- 1972 . 1973 ^: 1972. 
| i M Dividend on ordinary snare pA aR TP a zy I a ki r 1 £000 . £000 . £000 : : £000 - 
Eur E. x interim sy 1850. . NN 150 5 cumulative pietas shares of El each 480 . 480 .. 480 480 . 
proposed n E S. d. m 196 (49), | Ordinary shares of 25p each "ED. O eS eee 
| S; i - | : "e "M0 319 391. (1972 ~ EN enel l SE . 2,750 . 2,750 - 2,304 2,304 "E 
"m em p ML es 3,230 ^ 3,280 | 2,784. 7 2,784 
‘= Note 11 , . Land and buildings . Plant and ` . .| Under the new imputation system of taxation the 5% rate for cumulative preference 
Fixed assets . : 0o. Freehold esta equipment ‘ Total | shares will be quoted as 3.5% with effect from 6th April, 1973. ' ` EE 
Group: : s £000 £000 . £000 " ‘£000, by an ordinary resolution dated 10th August, 1972 all the ordinary shares of £1 each” - 
Cost A ' 7 o 8877 16 ` 6,968 7,561: | were sub-divided into ordinary snares of 25p each, ' , i "d 
Valuation October 1988, . 1,664 | 883 — 254 ; T 
- Valuation September 1952 a it © = n0 TB | 169 | Note 14 a? i M Holding Company Group 
ot Valuatión doi 1948 P.p no ia do ONES, do M OsorUSE E iur 1973 1972 1973 . 1972 ' 
E | | 2241 899 "7,452 10,592 ` | i: d £000' ^ £000 . £000 £000 
Total depreciation to 31st March 1973 . (137) (78), ` (3,822) * (4,037 | Share premium account x . 156 156 156 156 ' 
E T E. AA | Otherreserves | |" '* ,' 865 , 849 3,879, 3,5568 
. Net balance sheet amount at E: l rt qe TS ai NEN A rr ` ti. M 
31st.March 1973 2,104 821 3,630 6,555 | : f "EE 1,021 _ 1,005 4,035 3,724 
' . Net balance sheet amount at m» nee _Changes in year . i e 
1st April 1972 2077. MAS 838 2,787. - 5,350* | ‘Adjustment.on disposal of subsidiaries _ om 4 
en a es M T Profit for year retained ‘- 16 ` 307 , 
Changes. in year «c . - à s ' - i 
-" Acquired from British Steel TN 5 1375 — 795 > 1,170 : (T l ~ 18 2311 
N Additions at cost =) 246 , 1. 820 . 873° | "E Gu 7 Q4. ; 0 = «=F =— 
Disposals at cost EY a “+= (15) (3), (265) > | (283)- uo a i i 
Depreciation on disposals -. — , 3 179°. ` 182, nore 15 : 
. Depreciation for year . : (27) (18) - (492) | (537)'| Equity interest m = 
M jT —— 6 —— ~ btt ‘| Ordinary share capital ` - . 2,304 2,304 
E 227 4.7 79: .07) — 5843 ^ 1208 ‘|;i Reserves ° - cU Tac ^. 4035 3,724 ^ 
*. Holding Company. ; E i S j 6,339. 6,028 ‘ 
‘Cost ` ps E Ww — 33 33 i m 
. Valuation October 1968 40 — ` 40 . o i i P 
a : Note 16 ane à b Wadi 
H A 40 g 33 73 ; , Loans P es M" 7 ] Ñ . j ' 7 
* Total C pragia o to31st March 1973 ' * (3) 1. (24. (27) Long term " cC N 
: NEL d —-— - s BM 000 |. 7396 Debenture stock 1987/92 ' ' 865 865 ,865 . B65, 
alance sheet amount a : . « 
E » 2 ER , Short term (repayable within five years) eot ud : ' Su 
31st March 1973 ` `: sapt a 2% | Unsecured fixed bank loans — ^ po 1150 7^ — 2150 RÁ | 
.. Net balance sheet amount at o oar a ee ee GEL EE ; 
T Tet April 1972 | ES Laa Fe Spee oe E - m 2,015 865 3,015 865 
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The debenture stock is secured ^ a first floating charge on thé: undertaking, property > 


Changes ín year ` and asse:s of the Company and certain of its subsidiaries. 


Additions at cost : : Se = f .| The Company may, at any time redeem the stock in whole or in part by purchase at 
.,,^ Disposals at cost ~- > |, 0) : (1)"| any stock exchange or by tender at any price, or by private treaty ata price notexceeding — ". 
, Depreciation for yaar - (1) (3) + / (4). | '£108.per cent. At the option of the Company, the stock may be redeemed at three, 
oe '—— | months’ notice at par in whole or in part at any time on or after the 30th\ November ' | ; 
"ow ox (2) 1 (1). 1982, and if not: o ei it will be redeemed at par on’ 30th November 
Om 500 m mÁ 133 : : l / 
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Figures in brackets denote deductions. == 
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t DV E A Ei va (MCA "a " ] pt "e i 7 i as i * aa. E : t " ya E i 7 À = : 
id B i s id s E - v is M - > : ade m -t à => E Ea ' T . E " A + ha * 3 wee a a. E 7 
` P . EM rd E i 2 , e í m T 4 PE + P 2 F a” tai os 1 P AH 3 gu s m .7 7 x e "EC , sE V 3 LM US i e ` t. Y 
à >, S Aat , ye es à dy! : Aa td tt 0c o pe P "ES PRC * "E ie ELE E cds . à ps 
o pe 77 D QC PA ET “ACCOUNTANT ` xu c s cT p 16th; 1973; 
£ . a : = A 5 ` ‘ de " i * P a E et^ r^ . : ` i ey ` : = : s ‘ , " 
A e A ET uu n" T RI E d Ra Ae PT ME MEC T ' 
l ~- - to : . E: Ts i e 
E C EDGAR ALLEN & co: LiMITÉD * "- Lou ae s 
í : . um A UN Es . : : am: i je. ‘ i 
FAMAM a ee, ach NOTES TO, THE ACCOUNTS (continued) E AE ENE A 
f iw, 6T . ` , TU RE i q : = T es - r l l 
af “Note 17. VE quss c? a , y da Tes 5 Note 18. "c "a ore Er E UTE AR, 19727. 
s “Particulars of subsidiarios | pr : Er Interests in subsidiaries ' A He £000 £0 
E i 100% own d Pan ih d " : ho. P "| Sharés at cost, less amount written Off, $. SU , 4,295 _ 5478. 
s d la A O erwise stated) .. SAC TE E juo ‘Amounts due from subsidiaries, including dividends receivable 3,123 + 999 
PES PT e e e i adu, EE : .0 0772418 8,477 |. 
aie ’ Great Britain “Encineerín com anies (registe d in EE f nd i J. p ns "pui Hr Tae NE NS La: OR ; ibi z d 
A UD M ead (e visis l bog E 800.4 S8 |, Amounté due to subsidiaries, less dividends receivable (962) (1,4124) ` 
DU M "Edgar Allen-Tools LiWited | HMM ML LE MES i ÓN a: E qe de. 
f ve. Ga der arate RS M s 6456 . 5,053^: 
ur Ed a Alle A L d. A e PLE . ERST X e. sy Eos UE u$s š + en E i 
D gar Allen Aerex Lmite eee E d “Provision: for losses . LET P = (161). 
MN RT : Edgar Allen 'Enginee-i ing Limited EN PE ee, : - sis E o4 a "PS 
. OE "EP y p up Logis 56 `. 
EC ’ ; Entwistle (Oldham) Limited ` EE ce x M d ed mE h n i ' eu E , 
el '. +" Sandiacre Screw Co: Limited’ - T ae we s b | - The reduction in the dhuis at ost atis sima from the disposal of a nón- trading 
LE A IS oa E "intermediate subsidiary. There i is 8 corresponding: did in the amounts due to 
"E n Charles Snape & Co. Limited p. dp Cu E iu eia E" x subsidiaries. vds i ow ; 
F, P. i .B-iti h ‘Relat Manu? poo Suse ¿The accounts of the’ Rhodésian. ‘subsidiary: have besa converted. on the, basis of. l 
LS é iod ema" Manu "&cturing. Company Limited RN AE or ^ £122 Rhodesian $. The net equity of. the Rhodesian subsidiary incorporated i in these ^ 
"3 dio de H. Humphreys. & 3ons Limited Š ` accounts is. approximately £147,000 (1972 — £122,000). . . i 
€x s ^ . - (Subsidiary of ‘Edger Allen Eáginsering Limited) | "The provision.for losses atst Ap 1972 Has been applied in writing off the invest- 
UM. a T Edgar Allen Developments Limited =). 7 ss ment in the Australian subsidiary... E uU SPINA 
EE T. "Yorkshire Aluminium Limited Dees p - Note wy c A te bo d | 
r "T NEN "A us 2 i (Subsidiary of Edgar Allon Aerex x Limited) as d 2 E ik cy E E 3 Pup Cd oe DIEN d 
be E a ` Alloy, Steel Engineering ited E wu Wu o dur ji ae. The Holding: Company has guaranteed the following borrowings of certain subsidiaries : ` 
E UE Noe ime ERE S USO US * 72" 7| '(a) Bank Beide the s amount of which at 31st March 1973 was fi 39,581 ata — 
7 Steel, founding and forging companias (registered in England) o- £27,841), . j 
ee, Bee ul d Ec ar Allen-Found Limit o T dm Ticdx. PA _(b) Acceptance, credits of four subsidiaries from_a merchant bank up to a principal” 
QU of ava vus so NETS NT ND E sum of £500,000 in each case. At 31st March 1973 a total borrowing of £250,000 ° 
Des de Ecgar Allen Steels Limited TA dE i (1972 — ,£250 ,000) was outstanding. t. 
IE i are from: a merchant. bank up to.a total sum of-£1, 500, 000 all of. 
WP "REM Ecgar Allen: ‘Steels (Midlands) Limited . . k (c) Acceptance. credits M 
: E vu | (Subsidiary of Edgar: “All en Steels  Limiied) ` which was outstanding at 31 st Mareh 1973 (1 972 - £500 ee, A 
DE ' XR George Turton, Platte & Co. Limited - 2 a nA et Note 20... — EN : M e l E: ES a «mn st 
Au LI : E : P WE s ide Se gt Status | M. wee iut. 5 v te 
aa ie á s: y ' RA E c. 1 The EU qud is not a close: company as ‘defined by the ene and Corporation Taxes 
i . Overseas >, (ir corporated in the countries indicated) a E M - Act, 1970. , , T TN: ^ 
r me CPU p. Trading . ~ xU UM Va ui : ue E RP ae . A: NECS 
E E « Note 21. ur ZR E S" a E CNET WEG NE 
t - wol " Edgar Allen- 8 Co.' [mm Limited ~ i Pini | a - Staff pension scheme. . se d idv ge e a 2 
LN NUS Non- tradi VIE i D s aia 5 The arrangement to make futute payments toan insurance company in n respoct of back 
ys y t5. “Ed ar Allen & Co. (Austral i 192 or service pensions has been discontinued as being no longer necessary following the : 
"eis ce An O: ers: ia) Py. Limited - -Austra is | (Six own sl i quinquennial. valuation of the fund dated-3rd November 1972. .", En 
P REE f x British Industrial Products s.r.l. — Italy (in liquidation) "s. d f d TN a : I 
uS E Pio ot da Allen Engineering Limite) ` The figures in brackets denota dedüctions. CIE. TE 
M 7 i t - Aus o NE ai arian S rub e d E m mE: E: Nu nE N 25 a AN " not ^ 
. : = r - : nS NE 2m : ; : 1 
` i yo " . r is iz ete ! : po D as í : i i i 
“REPORT. OF THE AUDITORS: TO. THE MEMBERS | EDGAR ALLEN. GROUP ..;;. . 5 \ 
| OF EDGAR ALLEN. 8 CO. LIMITED. fuu Ye a E GROUP. CASH, FLOW os er zu d 
A p ; T : D x “Sources of cash ^^ 7^ . a 1973. 1972' 1971 1970 1969. 
de cOn . S f € Group profit befóre taxátion. and.” £000 . £000 £000 .£000 £000; 
00g. l i , 9. e : l depreciation, - ^ , |. S s 4 623 1,656 . 1 (306: : 1,098 > 845. 
sr S uL GE y - Sale of fixed assets BT 7.88. BT: : $132 92 
Be. du^ A pe MM 1 WE i ' | "Sale of investments" + ONL, ^—7 . 44 T'".349 35.' 
M i } a ‘Sale of shares in subsidiaries Si E E x — te 37 
] "We have examined the balance sheet, consolidated balance shot a and NS | Reduce on in stocks Pole D. 415: pO ES or 
"profit and loss account, together with the notes thereon, set out on pages 1220 to ; 224]. | Reduction in debtors less creditors - - — 4 4088 rad e = 
MN E Fixed bank loans and debenture stock. | 2,150 . — -—— 5 — ' 865 " 
Pacuv. (d our opinion, the 2alance, sheet and the - consolidated accounts comply with the | Proceeds.from issue of Shares’. ^ . +: = — — ¿== 7.7307 
t i. a - " Xu. 0 a^ A . Hi , à : er GS " Ce ae Distasi cing RS P. RUE 
T , Companies Acts 1943 and 1 967 and ‘give respectively a trus and fair view of the state oe ee 3,868 . 2, 391 1,394 4,579 ' 2,714-. 
LT as -cf the Company's affaira at 31 st. March, 1973 and a true ‘and, fair view of the state of l expended: on ^^ c ps i dpa. ^3 an R A P E 4 L 
D - rA E. " Acquisition: of new: subsidiaries. | "Lm aA — 37 2,650 
effairs and of th f 3 č : pu 
f y : ue w 2 pro Bor me roe A ET tos r s Aee E Fixed assets additions (note). , ^ 71,843. 1,030 505' 573 ..480 
MT Po | " ES - [nvestménts, '' . - l ke MM ER PEL e —— — 2 
i dec. docu. MAg ; : PEAT. MARWICK, MITCHELL & CO. | Taxation E S Pec m. S 325 -547 ' 94 (151 | 195 
E AE A AS T2] Pg z st Dividends + y eios uo 0 cp 208 7.347 242 197 181. 
NU i Chartered Accountants . «Reorganisation and other expenses . 129 /Áà73.,.20.. .83 68$ 
bs t ‘ -— S "| Increase'in stocks `` »* A E 3 A54 i sac 557° 345 { 375. 
A “Sheffield: CM E " sta cry E ^ 1| Jnerease in debtors' less créditoid a a 1 2225. — 104,214 i 
,, fth July. 1973. | BENED TUM e rt O1 DU One 4084, 1,927 1,522 71,000 ,3,921. 
1 j i . 4 1 nZ M ón ' : : j ! d EN f. . nr “A 7 PP Pr A — 7 
; i » "Ut UN ' ' . E «Increase. in cash' resources, MEE — 464 . — Vee . m. 
NW MD: . vr l Reduction, in cash resources . 216- `— 128, 21 1,207 
2 Í La | The fixed asset additions for 1973 includes £1. 170, ¿000 plant and buildings hiid., 
TEN 5 d P j - |, from British, Steel Corporatión. E: ed " 
er i E : ' » " ` z ; * at ` l CN 2 " Pc X à se En 2d x 
d | ane l - - : í y : | : SEIS ce EE. 
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| - PARTNERSHIP. 
Es zs -TAXATION 


. This Book has CUN Wittfen at 
- . the request of many chartered: 5 

. accountants who. are ‘anxious tô , 

. have consolidatéd in one book ' 
the various taxation statutes ' 
relating to partnerships. - E “a, 


y 


" This book can -be thoroughly: . 

F.C: recommended to the Bar, pug 
-o > tors ¡and Accountants- as. 

Sc fus ^  Getailed. exposition: of the- ae 


^ 


t^]. i. Price £4. Post free £415. 


p BODLEY HEAD - 
a AK FL (Publishers) T 


Lou be. 9 Bow Street, London WC2E 7AL 
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LAW STATIONERS . 

. COMPANY PRINTERS 
COMPANY. AGENTS | 
Draft Memorandum and Articles 
, supplied by return of post: 
Company. Seals: and Books. 

' Notepaper, Bills, etè., printed". 
Rubber Stamps `` | 
DEA E ` All office requisites — ^ i: 
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You could have these letters 
. after your name’ 


with SOA guaranteed nition 


. Qualifications, are the: key to success. ‘Without "he, you 
could stay in the same old rut for. years. With them, the way to ; 
the top is wide open. . ^. 


| Were now. offering: yoü a i home study: course. with: an 
4^ , important benefit; a Course with a guarantee backed. by our 60 - 


` years” experience of successful. coaching for professional ' 
accountancy examinations. Many thousànds have already |: 


“passed their exams using School of Accountancy courses’ over , 


.30,000 successes: in Chartered Accountaricy examinations in.’ 
England, Scotland and Treland including 219 first. places, 188 
“second places, 189 third places and over 300 other awards: 

.Last year:many of our students re-enrolled for further quali- 
fications after passing their examinations — and many. more 
of our enrolments were entirely the result of recommendations 
from.further SOA students. Once you've experienced SUCCESS ' 
through SOA, you'll realise: there's noi ) reason wy youe can t 
go right to the top. 


à 


With the School of Accountancy you study. in your own Eos 


> home, at your own time, at your own «pace, All material is. 
specially designed to develop individual potential. You, are 
‘coached by tutors who are highly qualified experts in your ` 
“field. You will be guided. through.the course and the model: 


answers, “step. by Sip - and given qu advice on exam _ 


techniques. a 
Find out about. the School of Accountancy, Fill in this. 


| -coupon and SEE it p S your ps step on the road to di 
. SUCCESS. ` 


wt à 


Your way to success starts here! | a 


¢ i "s 


Post this coupon ¡today to: 
The School of: Accountancy & Business Studies, 


Telephone; 01-622 9911. -~ - 
| ` or107a Regent. House, 341 Argyle St, Glasgow G2 SLW E 
| Telephone: eee sag E 4s 


~ 


c Subject. Or Examination 
NAME , | 
CODES A ae ee 
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“The School of Accountancy — 
8 Business Studies s "m 


vos ' Acéredited bs the Council for the Accreditation of Correipondence Colleges. a us 
> Y pom E È : p -— D . 
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hos |: 107a Regent House; Stewarts Road, London SWS 4UJ a 
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VIV 


THE 


Specialized Tuition for the 
Examinations of the 


Institute of Chartered 
Accountants 





At the nata leading to PT qualification of eres "Accountants, Metro- 


a politan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS 


including fifty-six first places, thirty-eight second places, sixty-six third and fourth' 
' ~ «places, and numerous prizes, medals and scholarships 


% The Metropolitan College offers you the benefit c of 
more than sixty years’ accumulated experience in 
e coaching. 


" «kk Official publications of the Institute, appropriate . 


to the Intermediate and Final exeminat 


“JOINT DIPLOMA IN MANAGEMENT 


ACCOUNTING SERVICES 


/.* CERTIFICATE IN MANAGEMENT 


'INFORMATION . 


The above-mentioned examinations are open to,- 





LINKED PRIVATE 
STUDIES 


guarantee of coaching until successful. . | The Luton College of 

x Helpful up-to-date study notes, mostly in printed ‘Technology and Meno- , 
,. pocket-sized booklet form. . politan- lege now 

- «kk Adequate test practice and tutorial criticism, offer facilities for 
Ye Invaluable self-examination questions. integrated oral and 


correspondence tuition. |. 
One week ‘pep’ Courses |. . 


—to assist students in 


areas of weakness, 


Week-end residential 
‘Punch’ courses -— for 


‘Intensive concentration 


on particular subjects, 
For details of these, and 


members of the Institute and have be2n instituted to 
improve the st 

" to encourage stud» in the increasingly important field 
.  * Of business admiristration and orgarization respeo- 
tively. When applring for particulars ef the College's 
"expert postal courses, please specify tte examination in which interested, - 


Write today for a frea copy of thiz college ‘Accountancy’ Pros spect 
pio e Co! eger , ot Albans (A1/44), or CALL at 30 Queen Victoria Street, 
After Office hours (5 p.m. 


"London EC 
Monday to ides) telephone messages are recorded ‘electronically. , 





Founded 1910 -. 
Member of the Association of British Cue Colleges. 


other 
of accounting services and ` 
College,. St 
ALI 3NE 


Telephone C1-248 6874. 


Metrop olitan College 


Accredited 2 the Council far the Accreditation of COMUNE Colleges, 


¿KING'S INVESTIGATION BUREAU 


LIMITED 


Criminal and Commercial Investigations 


Cases of Conspiracy and Fraud. Internal Thefts 
and Extensive Pilfering. Corruption and Leakages- 
of Commercial ' Information.. Surveillance and 


. Undercover assignments. Character and ante- 
cedents cf individuals.and bona fides of business `, 
concerns. Financial Investigations and enquiries - 
-into matters arising frem Bankruptcy and Com- ' 
^ pany Liquidation proceedings. Specialist Security a 


. Services including Security Surveys. covering 


Computer Operations and confidential 


- CHANCERY. HOUSE 
53/64 CHANCERY LANE 
. LONDON WC2 1QU . 
Telephone 01-405 0343 ~ 


This Bureau does not undertake enquiries’ 


[| in connection with matrimonial matters or 


industrial disputes . 





-linked courses | . 
write to:- Metropolitan 
Mbans, |.’ 


ectus to the 





ST ALBANS | 


Data ' 
. Control Procedures. Counter Industrial FSDIONAgO: 
A l 
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; HE NEW LIFE PLAN 
WITH THE BIG ‘CATASTROPHE’ - 
COVER FORTHE ` 
YOUNG EXECUTIVE 


^» Tax free, cash payments 
made in 15 years and again 
` before it matures at 65 — 
with the insurance 
continuing throughout ET S 





„æ 





Please apply for quotations to: 


‘SENTINEL INSURANCE CO. D, 


Williams National House ` 10 
11-13 Holborn Viaduct, London ECIP IEL e 
Telephone: 01-248 8070 Sh 
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For ness 400 years’ we 


=- "the accountancy profession, 
»' ‘especially, textbooks for 
students. - 





THE LARGEST SELECTION OF 


ACCOUN TANCY AND 
. MANAGEMENT 
| PUBLI CATI ONS 


i 


Distributors for publications pb ue up ee 


. THE INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS 


AND THE ASSOCIATION or CERTIFIED AUCUNE. 7 


-THE CITY LIBRARY 


GEE & CO (PUBLISHERS) LIMITED 
151 ‘STRAND, LONDON WOR d Y 
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HREE- WEEK accounts on vilia Stock | 


‘Exchange are supposed to be un- .. 


popular. But tha current account will | 
not be so regarded if it is accompanied 


by arally in both gilt- edged and.equity 
sectors. 


if not necessarily over it, and if there 
“are indications that. the. very. fall in 
equities ‘has brought: back buyers, the 
three-week account will be : popular 


- enough. 


4 


But as is now persistently bóng 
pointed out, in market commentaries, 
there are now all-the classic signs of 
a UK economy at the ‘top of its 
acceleration phase out of recession. 
While that much can be admitted, it is 
also to be noted that while consumer 


demand is now slowing down; capital . 


investment is moving ahead., 


so 07 .FRENZY > 
If corisumer demand falls back there 


"should be less pressure on. world 


prices and althcugh it may be fanciful 
to suggest that the fury of the rise in 
world commodity .prices is entirely 
spent, there-is enough frenzy about the 
present rise in certain sectors to suggest 
that the fires of the price rise may soon 
be beginning to die down. 

A slackening in the forces of infla- 
tion will lessen.the need for sky-high 
interest rates and thus create the basis 
for a better gilt-edged market — a basis 


+) 


- Bank of England Minimum Lending Rate 


lf there is a sign.that the . 
interest rate rise is at least at.a peak, 





UTHEC 


- ACCOUNTANT. ; 


~ 


`~ 


on which a better equity market can 


eventually be built. - 


^^ 


London stock markets must also be ' 
influenced to some degree by the 
behaviour of Wall Street, and there the 
apparently interminable Watergate 
situation is- still liable to ‘drag the 
market down if only because so long. 
as the Watergate inquiries. last there 
must be continuing fear of. .the' result j 


-of lack of US Government economic 


and monetary initiative. Mr Russell J.: 
Clark, economic adviser to the. National 
Westminster Bank, criticises the US, 


a a policy of ‘benign 


ais 


STO P-GAP ; 


Mr Clark, writing in the bank's 
Quarterly Review, considers that ‘at a 
time when the International Monetary 
Fund should be playing a leading part 
in tackling world morietary problems, it 


is instead reduced by US- opposition 


to being à commentator’. 
Central bankers have made some 


` useful moves to Stabilize the situation 


RATES AND PRICES 
Closing brices, Tuesday, Anei 14th, 1973 


j 


'' Sayings 3% 65-75- 


i Finance House Base Rate - ne Ist, 1973. 996 


A and discourage seiun. but these 
‘are ‘stop-gap. measures. There needs : 
tó be international agreement on a new, 


monetary. basis.. - 

Mr Clark considers 'it should not be 
impossible to get agreement for settle- 
ments between central’ banks ‘to be. 
made in the books of the IMF, and the 


SDR is the obvious unit of account for: 


this purpose. It is also the best candi- 
date for the role of reserve asset’. 


- ADVANCES 


- In the second quarter of this year the 


building societies advanced £855 
million. on- mortgage compared with 
£967 million in the first quarter. In the- 
second: quarter of last year loans 


totalled £925 million’ and in the first . 


‘quarter £769 million. In the first half . 
of this year, therefore, building socie- 
ties lent £1,822 million against £1,694- 
million in the first half of last year, 
which looks good. 

But whereas in the first half of this- 


year £1,822: million covered loans to 


292, 000 borrowers, the £1,694 million 
lent in the first half of last year covered 
loans to 340,000 borrowers. In the 
.sécond quarter of this year the number 
of mortgages granted at 135,000 was 
‘25 per.cent lower than the 179,000 
granted in the second quarter of 1972. : 
The number of loans rather than the 
. total of the money lent is the crucial _ 
building society figure. 
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M KR " high,"or, even moderately. high; proportion of residential : 
ad p^ rM properties is less favoured than'a. company with a portfolio,’ 

a c EC P. t ^ of:shops.and offices; This is why Daegan Holdings and. Lon». 
a B T ‘don City and Westcliff afford much higher yields than, say,- 


coi Town and City and: Great Portland. The-yields,are twice as- 
= | Wo rse n i n g Mi a rkets high, : ‘but while Daegan and London City. and Westcliff are, 
3 ^not disposing of their residential property, or only to.a.very* 
DN " ae eru EAE ge ee A ` :smáll ‘extent, both Companies ' aré- confining, their new- 


b EI x 1 - - "m 
he eas ae PE vxor J! org wo ^ . E na 4 


MES px Wc SM KI purchases | for. ‘the. most: part if not. entirely to: commercial. 
- ‘properties. Indeed, in-both*cases' the. proportion of. com- : 
mercial property to residential, property. is about .60': 40,” 

^ SO: that. as the proportion’ of commercial property grows so ` 
.. does the scope for appreciation, 1 in the value óf the shares. | 
of these companies, -other things: being equal. ‘Both: com- . 
. paniés have recently. published. some. ni results: and 
! London’ City and. eei: is: also making. a ‘one-for-ten: 


E i moe LN 
. Scrip. issue, E wa "m" (Qo 4 n = x i Aud n wee n. : D A" Mr . . ee A, "M m . j T 
1 a ye E 4 ^ + * « 2 ” ao uat x S » " e . . 
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; HERË | ls no Kom EM ipd. "Jing d interés 
b = rates ‘abroad and fears cf fresh i increases at home; fears of. 
‘more adverse' trade balances:of some magnitude and fears 
:-segarding Phase ‘Three of thé Government? s counter-infla- * 
“tion. measures have ‘combined’ to destroy any feéling. of 

i 1." confidence'in the equity market for the time beirig., . 
ovat Recently, the strength of gold and. gold shares afforded 
4. Some measure of relief. to the prevailing. gloom; -but a fall. : "ud bri p AE E Met l 
* sin the ‘free’ price of bulion ‘and fears. that. the. central | ! OUT Rv ee 
. bánks will' become sellers of gold' have. caused sharp falls: Effect c of bid prospects . e A n 
; in the price of. gold shares, Affording no comfort Whatever. "Over. the past. year dt is: ‘riot the: dre of the’ baet | 
ee been a fallin the price’ of platinum and: even a “girl’s companies such as“Land Securities, „Star (Great Britain), 
Best. friend’ like De-Beers has succumbed, to. the general. MEPC öt Town .and.City- which have fared best despite 
i xy weakness... .:, 25 4 á massive growth ‘in, assets and profits. The latest to report =. 
5. 7 V Those, “brokers. who | were. “predicting | na “possible: «Town and City > has shown net. profits for the-year ended: 
f: pick-up i in ths autumn; are now saying that the low will not .' Match 31st of £3, 756,000 against £2,463,000 previously and : 
- be reached.until the spring. Even. the éxuberarice of Hong - ‘is making a scrip issue of one fortwo. Following independent. 
“Kong. has; been :chastened and the shares of some: metal < . professional. valuations at-home: and ¿Overseas the property | 
'., producers; like Messina- have taken quite a knock. Only ; assets; of ^ the group; :excluding.: properties acquired. for. 


ev. op shares have held up fairly well ^ ^.^ 0,05 disposal, ‘amounted to £360 rüillion- at March. 31st, while. 
a ' Below is-a selection of British funds; ind fixed interest net’ assets attributable to-shareholders amounted to £227. 
t ^ gtócks: |» L QNM. ji PY million or 204p à: share. On the contrary, it is the good-class : 
P b "E KE M q Biitish' Funds ' E JDESET "s Bav i but rnedium-size’ companies” with take-over: Prospects € or’ 
LM. E: e P. MN : : ^ “o: Yield “Yiéld ` OJOS 3 possibilities. which have held the Stages: — 3 

E | LINE E P (fat) " (red'n) - High .. dois - "Thus, Edger Invéstments has. risen from 89p: toà TE. of | 
E ' reasuity 9; per. cent 1980 Te" U90xd 9 93° 11:07 | 100. '907, 255p. 6n, the” take-ovér. by Prudential "Assurance, Sterling 


` Treasury 8 per cerit 1982-84 87, 9-83 11-00”, 98: 87 Estates from: 1178p to 276p on the take-over. by Royal Insür- . 
. Treasury: 8i per.cent.1984-86 . “84 10419. 10-94.  - 95., E ancé and-Sterling-Land from 160p to 314p on the take-over 
SR gnat 72 per cent 1985-88... 76. 10- 18 2 43, ver LN Town ‘and: ‘City. Slough. Estates - ‘rosé. "from" 64p'. 


` 


p à E Fixed. Interest Stocks (Industrial Demim “Avs to 88p: and are. currently” 78p' without -a bid ; ‘Haslemere,’ 3 
a A n » a ee daa ve 4 82-73 ` : selected. on: August;3rd.at 175p ‘até ‘currently’ at. the high- 
- Su CIC MS. Cos. Pe ‘(fan " o Low" for the year of'3i2p; Great. ¡Portland rose. from I55p 
Dur “Burman il. 8j i per cent loan E | E l “to 277p and. are currently. 268p'ySt Martins: Property and 
e 71991-96, .. M O Ee b 85. jm Samuel Properties are both-near. the- top for the year and. 
EE TORT 2 Ber er 3 o4. p 3$. v. 5 4 "both are said to be’take-dver possibilities. Samuel has the: 
"^ “AL P. Cement 9. per cent. loan" Lo E ss H^ i added spice of having a stake in North. Sea exploration, but. 
Er m 1992-97 A E 84. : 40: El : ^od Se 2187" “both «have: large development ; programmes, and > can. 
T -Hili Samuel. E per cent”. Aon ^ DAD wm Nm Manage very m by themselves if i£ no bid, in fact, matures. 
e 12 04989-9575. 7 .. 5 ue 73. 40. 9. 7 947 5. T EE | 
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P A DEAS (e ^ ‘Law Land expansion: ' p. as een 
E j The proper ty sector ., |I AM E 07 X? Another! interesting. share is Lád Land referred t to: in our. 
be “a In this i issue, instead of sececting four shares: n the bopi: - issue of July sth. It.is a commercial property, company “and. 
, ping bàskét at. some time or other, -wé “hazard some ;is now ‘expanding Its ‘development ‘programme at homé and 
'-reflections on the property sector of- the market, since it i$: "overseas. This company has long.been the subject of take- 
the" only one which appears to be enjoying any: measure. of Qoverrumours, and, if'a bid does come about thé shares’ máy : 
+ stability. in'these most trying of. times. "The price’ of à`” be expected to rise "significantly, as is also the case. with: 
^ property share, of course, bears some relation’ to the under- `. Samuel, St Martins and -Great Portland. Great Portland has: 
me property assets. which support it, but normally; the. recently: revalued- its: ' properties which now havea- gross 
= a 75. share price is a long way. behind: the: assets value for ai --value-at June 24th.i in. excess .of- £137 million.. Against Such. 
D ne i variety of reasons. À discount of 30 per “cent is by nó means ʻa figure, the development: programme worth ‘about ' 30 
e r ypusual, a the gap narrows rs appreciably. i in ‘the event million on completion i is s relatively, modest, but: gross | assets 
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od a sisi: dlireat- to: corimercial property companies 
` market price of the shares. Another: good sharé is Capital ‘’ no less than residential property companies, but companies. 


- and Counties referted to in the issue of June: 7th. Phase “which have no reversions falling i in within the next year or 


Three. of the Government’ S counter-inflation programme: . 
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GENERALLY, in the past, when’ anybody 
has wanted to buy a villa on the Contin- 
'ent, whether for investment or retirement, 
‘it has been necessary to use ‘security’ in 
Britain for raising the loan. Where, for 
instance, the. purchaser’, s-UK house still 
shad a charge on it, à Second mortgage has 
been the most usual; way of providing the 
necessary finance. Now,- however, UK 


., citizens buying villas or flats in Portugal's . 


Algarve or Menorca in the Balearics can 
raise: part, of the purchase: finance. by 
using -the overseas . Property . itself. as 
‘security for the loan.. : ` 

This has become possible roure a 


. New estate agency company, ‘Save and: 
: Prosper .Villa" Investments, which has‘ 


been.formed by Save and Prosper in 
association with Meon Travel Agency, 


of Petersfield. The new company: is'a . 


subsidiary of Seve and Prosper Group. 
Loans for this purpose will be 1o-year 
mortgages secured on: the overseas pro- 


'. perty, to be repaid through endowment. 


assurance. Up tó the lesser of 50 per cent ` 
.of the sterling purchase price of the villa 
: or 60 per cent of the valuation by. a Save 
and Prosper appointed surveyor. will be 
advariced, 
currency premium. '. 

To protect the interests of purchasers, 
ihe legal and currency exchange: service 
provided by. Save. and Prosper . Villa 
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Thé point is made that, = a a | 


fund, it is possible for investments to 


be switched” within the' control of. the ` 


inanagers and while, in theory, this: gives 


tremendous flexibility, in practice, parti- 


cularly when the fund is of any: size, the 
switching of the proportion of investment 


. tends. to. be achieyed.more by the invest- 


ment of new money coming in and; per- 
haps; ‘the fixéd . interest investments, 


: rather than by selling propertiés to invest 


in equities; or vice versa.- » "s 
| Nevertheless, with a number ot man- 


aged bonds, a policy-holder: can switch 


O the managed ‘bond to a property - 


' there will be a charge of 1 per cent: ba f the, 


- ext luding ` the ` investment, 


Invéstments: will. employ the services of 
local lawyers and banks. These. will work - 


‘in close consultation with Save and: 


+ Prosper.’ The new company will: be ‘able. ' 


to give assistance ‘with the selection ‘of. 
suitable properties" since 1t acts as agent 
. for” most "leading rn. in the 
_ Algarve and Menorca. arc QJ 
"d de eh | RN 

FUNDEX has published Managed ahd . 
E odd Bonds 1973-74, at £1'95: This 
“is a first-class paperback reference book, 


Samiri in many ways to the Unit Trust - 


Year Book from the same publishers.. 
' Comparative tables are provided, giving | 
such details as the amount of each fund . 


. invested'in property, shares, fixed interest .: 


or cash, the date when cache fund was 


hà launched, past results of single premium 


. policies,’ minimum investment, and. life 
"assurance cover. 


For those not altogether familiar with 


., Property and managed bonds, there are 
sections ,explaining^how they work : añd 


1 


the points to bear in. TRUE wheri choosing . 


bond, or to an equity bond, with the same 
insurancé, company. . ` Usually, however, 


amount being switched. : 
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year to 991 per.cent of the original invest- : 
- ment in the event of withdrawal during. 


THE. Personal Investmént Management | 


Service of Surinvest Fund Managers has 


been launched by Antony Gibbs: (Per- 
sonal Financial Planning). This is à new © 
service for those: _ wishing to, invest 


£2,500 or more in equities. NP 


Capital, subscribed: is invested in: ac- ' 


cumulation units in the Surinvest Per- 
formance Fund.. This is an- authorized 


unit trust invested i in a limited number of `. 


growth stocks and special situations, with 
a: view to providing maximum capital 
appreciation. tes 

"Ihe aim is to provide essentially: a 
. persofial service. For instancé, investors 
will receive compreliensive mionthly re- 
«ports, including the managers’ Views on 
the: ‘market “and . “detailed: 


«investment l 


d would appear to be relatively i immune for the time being... 
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exceed 15 per cent of the capital gain. - 
Those who use this optional facility 


will have their units registered' in the -, 


name of the trustee, Midland Bank Trust ` 
Co, which will act as nominee and hold . 
the certificates on “behalf da: investors: , 


CORNHILL INSURANCE, CO ' has introduced, - 
a ‘high’ income ‘bond which, guarantees. . 


r 


„yield, after basic fate tax, of up to 96 ; 


per cent for Io years, with the return of. 


- the initial capital at:the end of the, term. . 


In the event of death during thé term. 
the full sum invested is returned. The” 
guaranteed withdrawal terms start with 
the return of:924 per cent in the. event of. 
withdrawal in the first year, rising- each | 


the tenth year. ; 
The minimum . avete is n 000" 

and the maximum is; £50,000. The bond | 

is available to applicants. aged: 4o to 80, 
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inclusive, and the offer is. limited. t to a 
, ¡total da £2 million. a : 
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THE second annual report of the Save and : 
"Prosper Property: Fund shows that on" 


May. 15th the net asset value was [29:3 


million, and 72 properties” have’ been: 


acquired or were under development. A. 
total -of - £226 million, . representing ' 


73 9 per cent of the fund was invested in 


: of committed to property purchase, with 


comments’ on a selection of the existing . 


“and new ‘stocks, together ‘with à .per-". 
"centage valuation of the securities in the” 
trust. Nevertheless, certain selective buy- 


ing and selling information : may be with- 


^ 
t 


held for the short term in the. interests, of: 


the fund’s performance. . ; 


- Also,- those investing, in this way. will : 


be invited” to -half:yearly investment 


discüssions' to meet members of the. 


Surinvest team and to ask questions. 


Although the dividend: and interest . 


income (net of income tax at the basic rate) 


automatically is reinvested in. the fund,. 
thére is. an automatic withdrawal facility . | 


whereby an annual withdrawal of.up to 
7 per cent can be taken by the realization 
. of units. No-basic rate tax is, payable on 
this disposal, but those paying income tax 
at the higher rates may be subject to some 


capital gains tax. This, however, will not ` 
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the remainder, together with the money : 
held for development, being invested in. 
theshort-term money market at an icd 


"yield of a little under xo per. cent." - 
'Nearly £8 million of the fund had T 


, 
La 


committed to the’ developments, repre- 


senting 254. pef, cent: of. the: fund’s 


4 
` 


value. © 


The fund’s farent Committee has ; 


‘pointed out that, to some degree, the 


. future". performance ' of ‘the, fund” will- 


depend on the effect’ of the commercial : 
rent controls which- the Government has 


‘indicated are under ‘consideration. it is: 
* stressed that, the’ ‘managers will continue 


to acquire only prime property. . 
Itis felt that this policy, together with 
the expansion into: continental. Europe 


and development. projects, together with - 


the current level .of liquidity, place the. 


coming Jas 


` fund'in position to take advantage of any 


opportunities: which may. arise “in the 
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. Sir, — I think that your readers. would be interested. to, learn 
that the interfirm comparison which is being’ organized by the 
English Institite has once again attracted a massive response. 
Over 800 firms have already applied to take part, and each pont 
' brings some more. 


These firms are nów filling in their sni and, in > 
., order not to hold up the prerarátion of the report, we shall have 


to fix-a date beyond which applications cannot be accepted. All 
firms are welcome to join in this exercise, but reluctantly we. 


' shall not be able to accept apolications after August 31st. . 


If any reader would like his firm to take part and has not 
already applied, would he please send his application form and 
cheque to the Institute as scon as possible, and not later than 


* August 31st. Yours faithfully; 
K. J. SHARP, Chairman, 
| "EP |. ADVISORY BOARD ON INTERFIRM 
Moorgate Place, ~ COMPARISON BETWEEN 
London EC2 , Accountants. IN PUBLIC PRACTICE, | 
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Professional: Unity DEM Du 


" 4 : EO 
Sr, — Nature abhors à vacuum: the note- in your August 2nd 
issue ~ ‘Training for, Accountants in Industry’ — is a sad re~, 


| '< minder of the im aired: status of the ‘chartered accountants’ 
P 


institutes, resulting from the sabotage of the all-embracing 
integration ‘proposals some years ago. -It also lends urgency 


'to the need for early realunion -of the tentative plans for a 


‘second tier’, d ; f 


The profession (or as 1 prefer to call it, the ‘trade’) of ac- 
countancy is the most important of all trades; without which 
no other trade, no family, can prosper. There is an urgent need — 
well advocated by. Mr A. W. Nelson, F.c.c.a., in your: August 
oth issue — for a single body of control. One accepting — and 


accepted — as responsible for the education, training, discipline 


and leadership of all UK accountants < ‘and aspiring account- 
ants — of all types. 


The English Institute is the NT nucleus for i a oe = 
once it has severed its ruinous connection with the political 
manceuvres of the ASSC for partisan tax concessions. We live 
in a rapidly changing society and bold jnitiative is called for 
to cut the Gordian knot. : 


- The Council of the English as honid; I suggest, draft 
a charter for a new, all-embracing Institute — “The Royal 
Institute of Chartered: Accountants! — based on the proposals 


that were sabotaged. It could be assured of more than 50,000 


members, ab initio, and would have a magrent attraction for the 
remainder. a CE N 
TEE y ours faithfully, ~ : 


JACK CLAYTON. 
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No, Decision. in Advance of Supply - 


LPPEAL to a VAT tribunal, it was decided recently, must be 


in respect of a supply which has been made; the tribunal. 


cannot ‘legislate in advance” in respect of a future supply. 


A parochial church council, through M, its treásurer, had, 
claimed that szles of goods at its annual Christmas Market. 
should be zero-rated under the terms of the VAT (Charities) 


" Order 1973 (S- 1973 No..335) as “the supply by a charity 


established primarily for the relief of distress of any goods which' 


' have been donazed for sale’. This same order defines the relief 
of distress as (i) relief of pove-ty, or (ii) provision for the cure, 
-mitigation.or prevention 'of ailments recognized by the medical 
pm as mental or physical conditions. 


"The Commissioners of Cuszoms and Excise had declined to E 


, recognize ‘the church as.such a charity, arguing that its primary 
‘purpose was th» practice anc dissemination of the, Christian 
religion; that the church had not been established primarily for 


' the relief of ‘distress as defined in the order; and that the pro-- 
ceeds of the market were not used for such a purpose. How- | 
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, ever, ney indicated that a right of appeal to the tribunal existed, 
“and volunteered information on procedure. , 


M duly appealed, the grounds of appeal including a statement 
that ‘I do not, accept that the advancement of religion is incon- 
sistent with the relief of distress'. He further argued before the 


tribunal that activities in connection with the 1973 Christmas. 


Market might be said to have comrhenced in January 1973, as 


' members of the congregation held a variety of functions through- 


out the year whose proceeds were either devoted to: obtaining 
goods for the market or were added to the receipts of the market 
to form part thereof. 

Though the question -of sheer the church was indeed a 
charity established primarily for the relief of distress could be 


. said to be a present one and capable of decision by a Court, 


the tribunal took the view that the reference to a “supply” in 
section 40 (x) (c) of the Finance Act 1972 was not apt to Le 


| a future supply. The nature of the supplies to be made in the 


present case was“unknown, and the question was entirely a 
future.one; moreover, the "Treasury had power from time to time 
to amend and alter Schedules 4 and 5 of the Act, and thereby 
to.alter the tax payable on a supply to be made in the future. 
The proper course, especially having regard to the: Commis- 
sioners' invitation to M to appeal on the question of the church's 
status under the order, was to adjourn the appeal with liberty 
to either party to apply for the hearing to be resumed. At any 
such resumed hearing, the church might apply, if so advised, 
for leave to amend the nótice of appeal, so as to raise the 
question of whether a particular supply fell within the terms of 
the order. 

D. C. Morgan ( trading «as. the Pauha. Church. Council of 
Emmanuel Church, Northwood) v. Customs and Excise DM 
reference LON/73/44). T” 
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Jersey Branch Established 


at Long Last 


IT 1s no secret that for a number of years 
the Committee of the London CASS have 
held many informal discussions with 


Jersey chartered accountant students deprived of the sort of educational CONDEMNED 
for the formation there of a branch of the facilities enjoyed by students in London. A swrpE at ACASS and those students T 
Society. Peter Pennington Legh, immedi- Now, he said, the Society's courses leading the {1,100 salary campaign is ag 
ate Past President of ACASS and a secretariat would assist in arranging made by a ‘Principal’ in a letter in the UR 
committee member of London CASS, courses in Jersey and the research depart- latest issue of the Newsletter of the Ulster E 
was a particularly strong driving force ment would investigate ways of improving Society of Chartered Accountants Stu- o: 
towards the establishment of closer ties educational facilities for students. Jersey dents’ Group. E 
with London. students would also benefit, Paul Hendrick The current moans about conditions E. 
His arguments, and the fact that Jersey claimed, from London's campaigns for of education and training, says the writer, C 
students have enjoyed concessional rates improvements in education, training and are due to the fact that the Institute has E 
for London courses and activities, have at remuneration of articled clerks. allowed articled clerks to ride roughshod m 
last brought about the decision of the An outcome of this decision will un- over it. He makes the claim that the a 
Jersey Association of Accountancy Stu- doubtedly see some of London's resi- disciplinary committee has been too M 
dents representing about 55 students on dential courses being held in Jersey, as lenient with articled clerks who should b. 
the Island formally to establish itself as well as possible ACASS Council meetings. realize that pay and conditions are d 
x pru of London. The officers of the new Branch are: privileges and not rights. In the writer's 
Paul UU MEC ie pO. Chairman: C. Richard Le Quesne. opinion, tougher conditions result in a Ee 
i 4 Wet Secretary: Iain Moodie, c/o Coopers & strengthening of the character of the EM. 
CASS, said he felt that affiliation to an Lybrand, La Motte Chambers, St  articled clerk. He is bold enough to make E. Á 
organization of the size of his Society Helier, Jersey. the claim that in the final analysis most HL 
would help solve some of the organiza- Treasurer: Patricia Kennedy. articled clerks would agree with this view. E 
He employs two Final-year articled E 
clerks — one at £12 per week the other at E 
£13 — “which is more than the recom- E 
mended rate when they signed articles'. E 
Pay on the Ra nd It would be interesting to know whether — — 
ag 
THe Transvaal Society of Chartered. Envious students in the UK wishing REMUNERATION ^ E. 
Accountants has just issued some detailed to do their sums are reminded that the ICA President's Letter E 
suggestions on salaries paid to articled current exchange rate is approximately PAAA E MANGRUGD. I desta 4 E 
clerks. 1.65 Rands to the £. C t Afai x thi a h i: va 
The Society states that the rates in- The Society adds that in the larger fe xcu stain pp Me m 
dicated are intended to provide a guide- centres the figures below are generally E "enr p cd AI a 
x eth Wright, M.A., F.C.A d 
line to members in relation to a scale of increased by between R15.00 and R25.00 Proba " AR f TE ' ee e E. 
articled clerks’ salaries considered by the per month, and that members may also Char E A : BAL z d E 
Council to reflect average remuneration wish to give recognition for individual And aC CUTS Ps E. 
Rist hore d Wales, has sent to all practisin E 
under current conditions in the Transvaal. merit. a: i P B ‘ea 
firms of chartered accountants. E 
Matriculants Basic Salary Examination increment Total salary . When the new training contract E 
| University Assuming all is introduced, the President points NC 
Year under Basic monthly Examination Examination Examinations out, principals will be required ¿8 
articles salary passed increment passed to record the starting salary and E 
Ist R100.00 E E R100.00 associated emoluments they con- EC 
2nd R115.00 Ist R20.00 R135.00 tract to pay students, together with Pie 
3rd R130.00 2nd R20.00 R170.00 the frequency with which salaries a 
4th R150.00 3rd R25.00 R215.00 will be reviewed. E 
5th R180.00 4th R30.00 R275.00 In the interim, Mr Wright urges o 
Graduates e principals to set out this in- E 
ormation in respect of students ^ 
rst R210.00 E E R210.00 entering training contracts from "d 
2nd R230.00 sth R30.00 R260.00 now on 5 
3rd R255.00 6th R30.00 R315.00 s 


tional problems which the Jersey Associ- 
ation had faced due to its isolation. 
Jersey students had, he said, long been 





ACASS REPRESENTED ON 
ICA WORKING PARTY 


FOLLOWING an invitation from The 
Institute of Chartered Accountants in 
England and Wales, Mr I. K. Anderson 
has been appointed as the ACASS rep- 
resentative on the Institute's working 
party which is considering amendments 
to the Training Record and its intro- 
duction on a mandatory basis as soon as 
possible. 

ACASS says that it welcomes ‘this 
evidence of close co-operation and con- 
sultation between the two organizations’. 


SALARY CAMPAIGN 
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he has raised their salaries above the 
recommended rate as a result of merit, 
or has been forced to do so through 
inflation or, perhaps, the salary campaign. 


BIRMINGHAM'S NEW 
SECRETARY 


ROGER LINDSAY, B.A., a 23-year-old Scot, 
is the new secretary of Birmingham CASS, 
Following the usual good basic education 
which Scotland gives all its nationals, 
Roger Lindsay went on to Haberdashers' 
Aske's School at Elstree, Herts, and then 
attended Birmingham University where 
he graduated with a degree in English 
and Latin literature. 

Articled to Mr R. H. Wall, F.c.a., a 


THE PROFESSION — WHAT 
FUTURE? 


As previously announced in 
‘Roundabout’ (July 26th issue), an 
important conference on “The Pro- 
fession — What Future?’ is being 
held by ACASS on August 31st. 
The conference, starting at 9.45 
a.m., takes place at Chartered 


Accountants’ Hall, London, and 
the eminent speakers will include 
Mr Stanley Middleton, F.c.a., Mr 
Cecil Parkinson, A.C.A., M.P., Mr 
Robert Maxwell and Mr Douglas 
Llambias, A.C.A., A.T.I.I. 


Full details about attendance 
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August 16th, 
a tremendous success with over 140 teams 
present. 

There were 15 teams competing 
and at the end of the day the winners 
were the team from Finnie, Ross, 
Welch & Co, comprising Robert Bennett, 
Ian Woolf, Mick Mooring Smith, 
Geoffrey R. Scott, Mark Duggan, Paul 
Gan, Alan Brooks and Terry Wayne. 


LONDON'S 1974 COURSES 


THE London Students’ Society is already 
drafting its 1974 courses programme. 
Members who have suggestions on the 
format of the courses they would like 
the Society to run, or if there are any 
courses they would like repeated, should 


f . . . 

Bos “i K from Linda Mitchell, Assistant make their views known to the Pro- 
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E Roue on Oe Puningbam, office. of Secretary of ACASS, telephone ramme Committee Chairman, Miss 
_ Coopers & Lybrand, Roger Lindsay was | 8 ER 

» successful in passing the March Inter- 01-628 4520/4527. Rehma Karimjee, at 43 London Wall, 
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mediate exam of the Institute. He takes 
the Final Part I in November. 

Elected assistant secretary of the 
Society last year, he took on as one of his 
major responsibilities the business man- 
agement of the Society's magazine Articles, 
now very much an established part of the 


London EC2M 5TB. Telephone o1-628 
4527. 


MORE ACCA STUDENTS 


THE Association of Certified Accountants 
announce that in the first six months of 
this year the figure for new enrolments of 
students was 5,192. 'l'his compares with a 


3 Birmingham scene. total of 4,852 for the same period in 1972, 
SS Mr David Leake, B.coM., A.C.A., who | 

E: j has served as the Society's Chairman for ACCOUNTING FOR INFLATION 
d n ines We lis Bock jes CONSIDERING that the impact y inflation 
e aba dr on accounts is a matter of current 
E i dues of glamour vit TEL tes officers importance, it is disappointing to have 
E or the committee with the election as to report that only 23 members of London 
So treasurer of Janet Wood, who is with the CASS attended the Society's recent one- 
er Birmingham office of Clement Keys. day course on “Accounting for Inflation’, 
"s Other officers elected for 1973-74 are: run by Foulks Lynch. 

b Vice-President: P. I. Addison, F.C.A. The course commenced with a short 
ES aren x ur aes introduction by Mr J. E pen. is 
E uditor: David Gill, r.c.A. after which Mr R. Rider, B.sc.(ECON.), 
E Committee: Alan J. Adam; Keith Best; A.C.LS., familiarized those who attended 
E Jane Bradwell; Les Dingley; Peter H.C. - With the general background of inflation 
a Fearn; David L. Gibbins, a.c.a.; David . 

E K vie: , and its effect on the economy and on 
yte; Peter Trinham, and R. J. “Tom 

S} Walls. M.A.. LL.B.. F.C.A. accounts. Mr A. L. Ryder, F.c.a., and Mr 
st i : A. K. Meir, F.C.A., ace dong P 
> 1 ects and worked throu 

E THE AUDIT GAME pe examples, showing bos 
E THE twelfth Audit Game, organized by actually to “account for inflation'. 

E Mr Ken Sherwood, r.C.A., a partner in Fully recuperated after a sumptuous 
S Chalmers Impey, was held recently at lunch, members were then given an 
E. the City of London Polytechnic, Moor- opportunity to attempt to work through 
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Janet Wood 


gate. 

The game was played in teams con- 
sisting of eight members who were 
required to audit the affairs of the 
Dudmouth Dogfish Dredging Co, and was 


practical problems and were provided with 
electronic calculators to help with the 
arithmetical calculations. 

The course ended with a general dis- 
cussion on the day’s work. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


EXAM 
PASSES 





Appreciation, Costing, G.C.E., Law, Local Goyt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION ce LONDON SW19 4DS 


01-947 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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PROFESSIONAL NOTICES 


TaNsLEY Witt & Co, Belfast, announce 
that Mr E. G. BELL, A.C.A., has been 
appointed a partner. 


TANSLEY Wirr & Co, London, an- 
nounce that Mr J. M. I. REED, A.C.A., 
Mr C. J. R. May, M.A., A.C.A., and Mr 
M. J. PALMER, A.C.A., have been ap- 
pointed partners. 


TaNSLEY Witt & Co announce that 
Mr ANDREW RINTOUL, C.B.E., B.A., C.A., 
Mr WILLIAM DaviD YOUNG, C.A., Mr 
WiLLIAM S. HENDERSON, C.A., and Mr 
ARCHIBALD FRASER, C.A., will cease to 
be partners of the Glasgow firm on 
September 3oth, 1973. The retiring 
partners will continue the management of 
investment trust companies as direc- 
tors of Gartmore Investment (Scotland) 
Ltd (formerly Grahams Rintoul Invest- 
ment Ltd) at Ashley House, 181-195 
West George Street, Glasgow. Mr J. T. 
DAVIDSON, C.A., and Mr K. H. BIGGAR, 
C.A., will be admitted as partners of the 
firm on October 1st, 1973. Mr DAVIDSON 
has been a senior manager of the firm 
for several years and Mr BIGGAR served 
his apprenticeship with the firm. Mr 
RoBERT W. HUNTER, C.A., has accepted 
an invitation to join the board of Atlas 
Express Ltd in a full-time capacity and 
will withdraw from the partnership on 
December 3oth, 1973. 


APPOINTMENTS 


-Sir George Farmer, M.A., F.C.A., J.DIP.M.A., 
who recently retired as deputy chairman 
of The British Leyland Motor Cor- 
poration and as chairman of The Rover 


JOHN FOORD € 
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Company, has become a director of The 
Newall Machine Tool Co. 


Mr Michael Bown, A.C.A., has been 
appointed administration director of 


Jenks Brothers. 





Mr M. Bown Mr G. Moore 


Mr Graham Moore, B.A.(CANTAB.), 
F.C.A., has been appointed financial 
director of British-American Cosmetics, 
the group which comprises Yardley, 
Lenthéric Morny, Germaine Monteil, 
'Tuvaché and Scandia. 


Mr Brian Joyce, B.A., B.COM., A.C.M.A., 
has become managing director of Elkes 
Biscuits. He is managing director of 
Adams Foods and chairman of Lloyds 
Dairies and R. & W. Davidson. 


Mr E. Parker 


Mr B. Joyce 


Mr Eric Parker, F.C.A., previously 
finance and administration director of 
Trafalgar House Investments, has been 
appointed deputy managing director of 
the group. 

Mr David Hughes, F.C.A., secretary of 
Sifam Electrical Instrument Co, has 
been made a director of the company. 


Mr, 3D. -W. E. Kings. ALM.TA., 
A.M.B.1.M., has been appointed assistant 
accountant with the Eastern Electricity 
Board. He was previously principal ac- 
countant with the London Borough of 
Harrow. 
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REVALUATION OF ASSETS 


WORKS, FACTORIES, 








COMPANY 


Mr M. J. Macpherson, F.C.A., has been 
appointed financial director of Bowater 
Containers. He was previously area 


general manager at the company's New- 


port, Monmouthshire, plant. 


Mr R. E. Palmer, F.C.C.A., is now a 
director of HMV (Record Shops), World 
Record Club, Music for Pleasure and 
Record Merchandisers. 


Mr R. A. H. Spacie, A.C.C.A., has been 
appointed internal audit manager of 
London Indemnity and General Assur- 
ance Co. 


Mr Norman Spratt, F.C.M.A., F.B.C.S., 
has been appointed controller of the 


purchasing and supplies department of 


North West Gas. 


Mr I. K. P. Tam, A.c.c.a., has been 
appointed chief accountant of Mollers 
of Hong Kong. 


APPOINTMENT TO 
CONSTRUCTION PANEL 


Mr F. G. Bernard, F.c.a., Deputy 
Chairman of the Price Commission, has 
been appointed to the Construction 
Panel set up jointly by the Price Com- 
mission and the Pay Board under the 
chairmanship of Mr Ken Johnson, 
Deputy Chairman of the Pay Board. 

The terms of reference of the Con- 
struction Panel are: "To consider means 
of securing the most effective application 
in the construction industry of the Price 
and Pay Code, and to report finally by 
December 31st, 1973, to the chairmen 
of the Price Commission and the Pay 
Board’. 


DOUBLE TAXATION 


The following double taxation arrange- 
ments have been published as Schedules 
to Orders in Council: 


Supplementary Agreement with Cyprus 
— SI 1973, No. 1325. 

Supplementary Protocol with Denmark 
— SI 1973, No. 1326. 

Protocol with Finland — SI 1973, No. 
1327. 

Supplementary Protocol with France — 
SI 1973, No. 1328. 

Agreement with Jamaica — SI 1973, 
No. 1329. 

Agreement with Malaysia — SI 1973, 
No. 1330. 

Protocol with the Republic of Ireland — 
SI 1973, No. 1331. 
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INCOME TAX AND WIDOWS 


The Board of Inland Revenue have 
produced a pamphlet describing the 
main features of income tax so far as 
they affect widows. 

The pamphlet (reference number IR23) 
is available free of charge from any office 
of HM Inspector of Taxes. Copies will 
also be available later in the year to 
people registering deaths with Registrars 
of Births, Deaths and Marriages, and 
from local National Insurance offices. 


THE ASSOCIATION OF 
CERTIFIED ACCOUNTANTS 


Future Courses 


The following courses have been ar- 
ranged by the Association's Training 
Division: 

Business Consultancy, September 3rd- 
7th. This course is designed for all who 
are involved in either general or internal 
business consultancy. 

Building a Profitable Practice, Septem- 
ber roth-14th. The course covers the 
principles and processes of good manage- 
ment, and also includes self-management, 
leadership, motivation, and delegation 
of duties. 

Leadership and Motivation, September 
17th-18th. The aim of the course is to 
ilustrate principles and to develop a 
practical approach to leadership in 
management. 

Business Planning, September 20th- 
21st. The aim of the course is to identify 
and discuss the principal planning pro- 
cesses applicable to any manager and to 
consider them in the context of the 
business environment. 

Taxation, September 24th-28th. The 
course includes consideration of the 
unified personal tax system, tax credit 
scheme, corporation tax, capital allow- 


_ances, project evaluation, double taxation 


relief and tax minimization. 

All these courses will be held in London 
and further information is available from 
the Head of Training at the Associa- 
tion’s offices, 22 Bedford Square, London 
WCIB 3HS. Tel. 01-636 2103. 


CERTIFIED ACCOUNTANTS' 
WOMEN'S SOCIETY 


The next meeting of the Certified Ac- 
countants’ Women's Society has been 
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Mr Barney J. Gibbens, F.C.A., F.B.C.S., 
deputy chairman of Computer Analysts and 
Programmers, who has accepted an invita- 
tion to act as Secretary of The Software 
Houses Association. 





provisionally arranged for Monday, Sep- 
tember 17th. 

The Society’s annual dinner will take 
place on Friday, October 12th, in the 
Restaurant of the Tower of London. 
It will be possible to witness part of the 
ancient ‘Ceremony of the Keys’ and a 
Beefeater will be in attendance to 
explain the ceremony to the diners. All 
members of the Association are invited 
to the dinner. 


ANNOTATED TAX CASES 


Part 5 (the final part) of volume 51 of 
Annotated Tax Cases, edited by Mr Peter 
Rees, Q.C., is now published and contains 
reports, with notes, on the judgments, of 
the following cases: 

Marks v. CIR (ChD); Fall v. Hitchen 
(ChD); New South Wales Stamp Duties 
Commissioner v. Atwill’s Trustees (PC); 
Falkiner's Trustees v. New South Wales 
Stamp Duties Commissioner (PC); Barry 
v. Hughes (ChD); T. H. Y S. (Timber) 
Ltd v. Quirke (ChD); Knight v. CIR 
(ChD); Jn re Rosenthal (ChD); Lyndale 
Fashion Manufacturers v. Rich (CA); 
Trustees, Executors and Agency Company 
Ltd v. CIR (ChD). 

The subject and case index will be 
published shortly. 

The annual subscription to Annotated 
Tax Cases is {5 post free, and the pub- 
lishers are Gee & Co (Publishers) Ltd, 
151 Strand, London WC2R 1JJ. 
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CHARTERED ACCOUNTANTS' 
GOLFING SOCIETY 


At the summer meeting of the Chartered 
Accountants' Golfing Society held at 
Walton Heath Golf Club, the leading 


scores were as follows: 


Foursomes, Old Course Points 


W. B. Henderson (11) and R. 
C. Sexton (7), win First 
Prize p ye ie 24 
E. H. Head (20) and P. Battle 


(4), win Second Prize 38 
Foursomes, New Course 
J. Cutner (20) and J. Parker 

(3) win First Prize .. Vs 44 
G. A. Gimson (7) and R. D. 

Mackie (8) win Second Prize 43 
36 Holes Aggregate Old New 
J. B. Walsh (ro) and B. 

Havldren (11), win First 

Prize and RNLI Spoons 44 39=83 
M. J. M. Mills (7) and 

C. M. Williams (16), 

win Second Prize 40 38=78 


CERTIFIED ACCOUNTANTS' 
DISTRICT SOCIETIES 


The following new honorary secretaries 
have been appointed: 

Bristol and District Society — Mr 
H. J. Austwick, A.c.c.a., 7 Partis Way, 
Bath BA: 3PG. 

Northern Counties District Society — 
Mr C. R. H. Comrie, F.C.C.A., 44 West 
Sunniside, Sunderland, Co. Durham. 

Exeter and District Society — Mr 
M. Bell, A.c.c.a., Richmond House, 
Fore Street, Teignmouth, Devon. 
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Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Squar C, London wir 0AH Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 








THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business : his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 
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Butler Till- _ 
your open line to the money market. 


2 am 
Whether you're raising capital for a special project, or EXER TN 
looking for the most profitable and convenient way to use 


a cash surplus, call Butler Till. 


As leading money brokers, we can put you in instant 
touch with the money market. 


If you're a depositor, we can arrange terms 
through short or long-term deposits with local 
authorities, banks, finance houses, major 
companies, or through the purchase of sterling 
certificates of deposit. 


If you are looking for funds, short or long, we 
can also help. Our dealing rooms in London, 


Manchester, Edinburgh, Jersey-in association 
with Guy Butler & Co. (Jersey) Ltd. — and 

Dublin, in association with Dawson Money 
Brokers Ltd., provide immediate and up-to-the- 
minute information, as well as facilities for most 
competitive dealing. 


At Butler Till, we offer all you need to make the most 
efficient use of the money market. 


Call us soon. 


Butler Till Ltd. 


Money Brokers 


34 King Street, London, EC2V 8ER Tel: 01-606 8341 Manchester: 061-228 3521 Edinburgh: 031-225 6167 
Jersey: Jersey Central 37461-65 Dublin: 0001-782055 


A member of the Clive Group 
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SHOP, OFFICE & INDUSTRIAL 
INVESTMENTS REQUIRED 











Substantial funds available for purchase, development finance 
and sale/leasebacks .AGENTS RETAINED 


Full particulars to P. S. WINFIELD, F.R.I.C.S. 


LONDON 29 St. George Street, Hanover Square, London W1A 3BG Tel 01-629 9292 
PARIS Healey & Baker SA 33 Rue Galilée Paris 75116 Tel 723 72 24 
BRUSSELS Healey & Baker SA 42 Boulevard de la Cambre Brussels 1050 Tel 48 90 20 
AMSTERDAM Healey & Baker Jan Willem Brouwersplein 11 Amsterdam Z Tel 73 83 26 


Established 1820 
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An important reminder 
about your clients returns 


VAT 100 Return Forms for registered traders 
who are in “Group 2” (tax period ended 31 July) 
must be sent to Customs and Excise by 31 August. 

VAT, unlike income and corporation taxes, has to 
be accounted for quarterly, or in some cases monthly, 
and it is vital in everyone's interest that delays should 
not build up. 

Failing punctual submission of returns and 
payment of tax due, Customs & Excise will, after one 
reminder, make estimated assessments of tax. This 
means extra work for everyone. 

Youcan help both your clients and yourselfto 
avoid this unnecessary work by making sure that they 
observe the time limits set out below. 


Timetable for submission of returns 
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HREE post-war developments have greatly expanded investment, in spite of recent tendencies for some of this bs 

the possibility for relatively detailed and integrated capital to gravitate to the Continent. d 
control of an international business complex — improved Quite apart from the slightly different coverage of the E 
management techniques, the computer, and jet travel. Thus two reports, they are vastly different in character. The Ei 
observe the authors of a research study on The Impact of EAG report is, in a sense, a by-product of Professor «$ 
Foreign Direct Investment on the United Kingdom published Dunning's extensive researches into US involvement in 2 
by the Department of Trade and Industry. The study is the British economy, and is heavily statistical and descrip- ^S 
the outcome of independent research conducted since 1967 — tive in its approach. One learns that US affiliates sold Y 
by a group of economists at the Universities of London goods worth nearly £6,000 million in 1970-71 — equivalent A 
and Essex, headed by Professor Max Steuer and assisted to nearly 13 per cent of the total production of all UK a 
by a steering committee at the Department of Trade and manufacturing enterprises. Together they employed over o 
Industry. 9 per cent of the UK labour force and accounted for one- 3 

As the authors note, any observer of the development of fifth of all UK manufactured exports. B 
multi-national companies is bound to observe four out- The Steuer report is much more concerned with an A 
standing features. First is the sheer rate of growth of direct a 
overseas investment by foreign companies at roughly twice E 
the speed of the growth of international trade. Second is j 
the dominant position of American capital, which accounts ON OTHER PAGES E 


for roughly 85 per cent of the inward flow into the UK. 
Third is the move towards internationalization, with sub- 
sidiaries in many countries, and world-wide integration of 
economic activities. Lastly, there is the concentration of 
foreign investment in science-based industries. 


; : Contributed 4 

These findings generally support the conclusions of a 3 

recent study prepared for the Financial Times by its 243 The Fable of the Merchant Man and the Bitter Draughts, cx 
H. J. H. Sisson 


Economists Advisory Group and written largely by one 
of their number, Professor J. H. Dunning, of the University 
of Reading. This, as its title United States Industry in 
Britain suggests, is limited to American participation in the 
development of overseas business undertakings in Britain. 
But, as the D'TI report makes clear, the UK remains, after 
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economic analysis, as the title indicates, of the effects on 
the UK economy of foreign involvement in British industry. 
The authors approached this particular piece of research 
with some prejudice against foreign investment but, in the 
event, on the basis of a most painstaking analysis they 
conclude that the latent xenophobia towards foreign com- 
panies is unjustified. True, in their conclusions they 
suggest that there are aspects, such as tax avoidance, which 
would justify the Government providing for a continuing 
study of the activities of such firms. 


There is, at least in the view of these authors, little doubt 
that direct foreign investment 1s advantageous, on balance, 
to the importing or host country. Reviewing the statistics 
available for the past twenty years, the report concludes 
that it would be reasonable to infer that the inward invest- 
ment made by these foreign companies has provided an 
increase in real incomes of about 2 per cent per annum. 
Likewise, despite fears expressed to the contrary, the 
impact of foreign investment in UK industry was - at 
least up till 1969, when the original report was prepared — 
beneficial. 


For those who view the activities of ITT in Chile, or the 
unhappy state of labour relations in the Chrysler organiza- 
tion at the present time, as reflecting the inevitable con- 
sequences of the multi-national concern, there is no joy 
to be found in either the EAG or the Steuer reports. Both 
of them emphasize that, on the whole, labour relations 
in foreign-owned companies tend to be rather less 
strike-prone than is the case of their domestic counter- 
parts. In fact, it is these overseas companies which 
are responsible for the innovation of productivity 
bargaining. 

The Steuer report attributes the happier state of labour 
relations to the larger capital input and a more careful 
use of more able labour. This conclusion needs some 
qualification, in so far as the only detailed examination of 
labour affairs seems to have been based upon the electrical 
engineering industry, although additional information has 
been collected from several employers’ associations. he 
isolated cases of foreign companies which have been un- 
willing to recognize trade union organization of the labour 
force have been given publicity which has overshadowed 
the fact, as the Steuer report notes, that foreign companies 
are no better and no worse than their UK counterparts 
in this respect. 


An important element in the Government's approach to 
the foreign company has been the latter's willingness to 
play a part in the development of those regions where 
diversification of industry and development of its infra- 
structure is still needed. Scotland has been a major host to 
foreign concerns and, after the south-east and Wales, has 
the highest proportion of employees in foreign-owned firms 
as a ratio of all employment. On the other hand, as the 
Steuer report emphasizes, the character of the industries 
in which foreign investment is most marked means 
that those areas suitable for light manufacturing and 
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science-based industries will attract more overseas firms, 
not least given the current incentives provided by the 
Government. 


If there is any criticism arising from the location of 
foreign firms in the development areas, it is that their 
arrival can make life more difficult for established firms. 
This is because the newcomers do not draw solely upon the 
existing pool of unemployed; they tend in some degree to 
draw off the more skilled labour of other firms and, 
given the competition for labour of all kinds, may lift 
wage rates and in consequence the costs of the established 
firms. 


Looked at in the round, in terms of the effects on the 
British economy, the conclusion of the Steuer report is 
that the nation has benefited significantly from such 
investment. It is hard, as the report observes, ‘to avoid 
the feeling that some of the objection to the growing 
success of the multi-nation firm is a dog-in-the-manger 
attitude’. 


Nevertheless, there are potential problems which so far 
have not become matters for concern. Thus it is a matter 
for some disquiet to note the disproportionate importance 
of foreign-owned firms in the newer science and tech- 
nologically-based industries. It is also noteworthy that 
most of these industries tend to be markedly oligopolistic 
— dominated, if we may translate from economists’ jargon, by 
a handful of major firms. Inevitably, this degree of industrial 
concentration contains within it the seeds of future mono- 
poly situations. 


The Steuer report concludes, after a most thorough 
analysis, that in none of these respects does the existing 
situation give rise to serious concern ; but the problems may 
develop. In this context it is noteworthy that the authors 
devote a brief section of their study to considering the 
implications of future nationalization and other restrictive 
measures to contain the power and development of these 
companies. 


Against this background of potential developments it is 
of particular interest to reflect on one particular paragraph 
in the Steuer report: ‘If, in the capitalist world, the bulk 
of economic activity were to be undertaken by a few 
hundred multi-national firms, with a handful of oligopolistic 
producers in each industry, that would be something differ- 
ent from the past.’ | 


Further, “If these firms had only an historical national 
origin, with no geographically-fixed headquarter parent, 
with their equity capital held all over the world, that would 
also be something different from the past. Neither of these 
things has yet taken place, but signs pointing in those 
directions do exist.” 


Perhaps the next study to be commissioned by the 
DTI should deal with just these issues. Nor should it be 
overlooked that the professions directly associated with 
commerce and industry are likely to be affected in the 
longer run. 
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Inflation in Other Lands 


OST of the world's developed 

countries in recent years have 
suffered inflation on a scale com- 
parable to the United Kingdom ex- 
perience. Taking 1963 as a base of 100, 
consumer price indices in Europe, 
Scandinavia and North America were 
generally within the range 120-150 
by 1970, with the UK holding, at 
135, its traditional mid-position. For 
instance: 


West Germany 121 
Canada 126 
France I3I 
Sweden... 135 
Netherlands 141 
Denmark .. i, 151 


Within the South American con- 
tinent, runaway inflation seems to 
have been the order of the day; again 
taking 1963 as a base of roo, 1970 
index figures for the principal South 
American states were 206 in Peru, 
380 in Argentina, 598 in Chile, 1,047 
in Brazil, and a record 2,321 in 
Uruguay, where it is now standard 
practice for the government to issue 
official ‘revaluation coefficients’ every 
two years. 

. Inflation accounting practices and 
orala of professional accounting 
bodies in 18 countries have now been 
brought together in one handy refer- 
ence volume, The treatment of inflation 
in the published accounts of companies 
in overseas countries, by Mr R. W. 
Scapens, A.C.A., published as an 'oc- 
casional paper’ by the Research Com- 
mittee of The Institute of Chartered 
Accountants in England and Wales. 
Summarizing his findings, reserves 
for increased replacement cost are in 

. use in about half of the countries 
surveyed; revaluation of fixed assets is 
compulsory in most of the South 
American states (where additional de- 
preciation is also admitted for tax 
purposes) and permitted elsewhere. 

Apart from the UK controversy on 
ED8, price level accounting by refer- 
ence to a general index was sanctioned 
in the USA by the Accounting Prin- 
ciples Board of the AICPA in 1969, 
and has been under discussion in at 
least six other countries surveyed, 


including — significantly, it may appear 
— Argentina, Brazil, Chile and Uru- 
guay. Apart from 'some experimenta- 
tion by individual companies” in 
Australia, replacement cost accounting 
seems to have been confined largely 
to the Netherlands, where it is used 
by ‘a substantial minority’ of com- 
panies, though not recognized for tax 
purposes. 

One purpose of this survey is to 
put the discussion of EDS into a 
wider perspective. Selection of one 
preferred method of price-variation 
accounting from the available alter- 
natives, it is pointed out, presumes a 
measure of agreement on the objec- 
tives of financial statements which has 
not always been forthcoming; there 
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may, indeed, be several purposes to 
fulfil, each requiring a different state- 
ment. While the selection and develop- 
ment of the most appropriate method 
of financial reporting must be regarded 
in the light of a long-term research 
project, EDS is essentially a short- 
term response to criticism of the 
accountancy profession for its failure 
to recognize the extent to which 
historical cost statements are distorted 
by inflation. Since the pronounce- 
ments of the ASSC must necessarily 
depend to a significant extent for their 
authority on the consensus of the 
accountancy profession and the busi- 
ness community, the first essential 
of any standard is that it should be 
practical in its operation and not 
excessive in terms of work load. 
Copies of Mr Scapens’ paper — a 
valuable contribution to the literature 
of what is still an under-explored 
subject — are available from Chartered 
Accountants’ Hall, Moorgate Place, 
London EC2R 6EQ, price £2. 





Accountancy IFC 1973 


UCCESS of the interfirm com- 
parison scheme launched by The 
Institute of Chartered Accountants in 
England and Wales last year is assured. 
Following the letter from Mr K. J. 
Sharp, T.D., M.A., F.C.A., Deputy 
President of the Institute and chair- 
man of the Advisory Board for Inter- 
firm Comparison, which appeared in 
The Accountant last week, the number 
of applications to participate in the 
1973 comparison has risen to goo, 
compared with the 1972 total of 851. 
This response is particularly en- 
couraging since experience elsewhere 
suggests itis unusual for the second year 
of such a venture to show a significant 
improvement over the first. There is 
always a tendency for some parti- 
cipants, for instance, to feel they have 
derived sufficient information for their 
own immediate needs, or for others to 
drop out once the novelty has worn 
off. 
About 65 per cent of the 1973 
response has come from smaller prac- 
tices — defined for this purpose as not 


exceeding 25 personnel. Despite the 
provision of a wider range of informa- 
tion in the 1973 survey, largely as a 
result of comments from firms taking 
part last year, there has been no in- 
crease in the scale of fees to participants 
which (at {1 per head, with a minimum 
charge of £25 and maximum of £100) 
are still sufficient to make the exercise 
self-financing. 

Participation in the 1973 interfirm 
comparison — described by Mr Sharp 
last week as ‘a very real service’ for 
accountants in public practice — is 
open to all practising members of the 
three Institutes of Chartered Account- 
ants in the UK and Irish. Republic, 
and of the Association of Certified 
Accountants. In deference to those who 
have already completed their question- 
naires, and to expedite publication of 
the report, a definite closing date is 
essential, and any further intending 
participants should ensure that their 
applications, with the appropriate fees, 
reach the Institute by the close of 
business on Friday, August 31st. 
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CAPA 1973 


ANGKOK, Thailand, has been 

selected as the venue of the 
Seventh. Conference of Asian and 
Pacific Accountants — ‘CAPA 1973’ — 
in November. Since the first successful 
conference in this series at Manila 
in 1957, regional gatherings of this 
kind have gained increasing accept- 
ance in the accounting world, and 
accountants from 20 countries from 
the USA to Lebanon will be taking 
part on this occasion. 

Apart from the wide coverage of 
the Bangkok technical programme, 
the conference will have as a major 
aim the improvement of communica- 
tions between professional bodies. 
Announcing its support of CAPA 
1973, the Council of The Institute of 
Chartered Accountants in Australia — 
whose members have already played 
a significant part in preparing papers 
and in the provision of technical 
assistance to other professional bodies 
in the area — declared: ‘Australian 
accountants must play an important 
part in the development of the ac- 


- counting profession in the Asian and 


Pacific area, and so contribute to an 
acceleration in the standard of living 
in this part of the world.’ 

The CAPA sixth regional con- 
ference, held in 1970 in Singapore and 
Kuala Lumpur, was reported in 77e 
Accountant for September roth, 1970. 


Restrictions on 
Advertising 


ORMAL terms of the reference 
to the Monopolies Commission of 
the accountancy profession's restric- 
tions on advertising (The Accountant, 
May 24th) have now been published 


by Sir Geoffrey Howe, Q.C., M.P., 


Minister for ‘Trade and Consumer 
Affairs. The reference is limited to 
'arrangements or practices whereby 
two or more persons supplying the 
relevant services accept restrictions 
on the advertising of such services’: 
and accountancy services are defined, 
for the purposes of the reference, as 
'the services ordinarily provided in the 
course of their professional practice 
by persons who are members of 
professional associations of account- 
ants recognized by the Secretary of 
State for the purposes of section 161 
(1) (a) of the Companies Act 1948”. 


The fact of a reference being made 
to the Commission, it is officially con- 
firmed, ‘does not in any way prejudge 
the question whether or not any aspect 
of the monopoly conditions or prac- 
tices operates against the public in- 
terest. It is for the Monopolies Com- 
mission to consider where the public 
interest lies, in the light of a thorough 
investigation into the facts’. 


New CBI Appointment 


HE new chairman of the CBI’s 
Taxation Committee has been 
named as Mr D. S. Morpeth, T.D., 
B.COM., F.C.A., immediate Past-Presi- 
dent of The Institute of Chartered 








o È 
Mr D. S. Morpeth. 


Accountants in England and Wales and 
a partner in the firm of Touche Ross & 
Co. He succeeds Mr Alun Davies, 
executive director of Rio-Tinto Zinc. 

Mr Morpeth, a member of the 
English Institute since 1952 and of its 
Council since 1964, is well known as a 
speaker and author on taxation matters. 
His other professional responsibilities 
include the  vice-chairmanship of 
the Accounting Standards Steering 
Committee. 


Rolls-Royce 
Distribution 


RDINARY stockholders of the 

old Rolls-Royce company have 
been advised to ‘hunt out their 
certificates’, in anticipation of a pos- 
sible first distribution in 1974. Lost 
certificates, changes of name or address 
and grants of probate should be noti- 
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fied to the company’s registrars, at 
PO Box 31, Derby DE2 8BJ. 

Further information will be avail- 
able at the annual general meeting, to 
be held probably on December 1oth, 
by which time it may be possible to 
report progress in settlement of claims 
still outstanding against the company. 

Payment of the final 4op in the £ 
to unsecured and deferred creditors, 
it has been confirmed, will be made 
on September 20th, followed by 
payment in full (at the nominal value 
of sop per unit) to holders of workers' 
stock on September 27th. 


Cost-benefit Analysis 


EW technical topics have received 

quite as much attention, or as little 
understanding, from the general public 
as cost-benefit analysis, particularly 
in relation to specific projects, such as 
the problems of siting London's Third 
Airport. In a new edition of his paper, 
Cost- Benefit. Analysis and Public Ex- 
penditure, published by the Institute 
of Economic Affairs, Professor G. H. 
Peters, of the University of Liverpool, 
reviews both the principles of CBA 
and its most recent applications by the 
Roskill Commission, and in other 
fields such as public sector expendi- 
tures including military defence and 
education. 

Commenting on the work of the 
Roskill Commission charged with 
considering possible sites for London's 
Third Airport, Professor Peters makes 
the point that the Commission was 
asked to accept as a fact that air 
trafhc would expand to the point 
where a new airport became necessary. 
This assumption has been increas- 
ingly questioned, and furthermore 
Professor Peters stresses that the 
demand for services such as air travel 
cannot be predicted without regard to 
the prices charged. If air travellers 
were to be charged for the nuisance 
value their aircraft generate, then it is 
arguable that air travel would be more 
expensive and less demanded. 

In an extended review of the bases 
of CBA, Professor Peters emphasizes 
the difficulties of quantifying in money 
terms many of the relevant considera- 
tions such as time saved, loss of life, 
effects of noise, etc. To assert that 
CBA provides an objective assessment 
of a public sector project such as a 
new motorway or airport is an abuse 
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of language. The main merit of the 
technique is that it ensures a system- 
atic review of economic and social, as 
well as financial, factors which are 
relevant. Whether or not the valuations 
attached to those factors are any better 
than subjective assessments and the 
resultant trade-off, entirely a political 
decision, is a matter for debate. 


Final Report on 
Pergamon Imminent 


HERE are strong indications that 

the third and final report of the 
inspectors appointed to inquire into 
the affairs of Pergamon Press — Sir 
Ronald Leach, C.B.E., F.C.A., and Mr 
Owen Stable, Q.c.—is as critical of 
Mr Robert Maxwell as were its two 
predecessors. The report is now in the 
hands of ministers at the Department 
of Trade and Industry and, following 
previous experience, is expected to 
be made public fairly soon. 

Mr Maxwell has been quoted as 
describing this final report, like the 
other two, as ‘tainted’; the inspectors 
had not followed the principles of 
natural justice to the extent of giving 
him an adequate opportunity to com- 
ment on their findings, and he had 
‘every expectation’ of having the 
report declared null and void. He isalso 
reported as suggesting that, following 
the example of Mr Dennis Garrett, 
F.c.A., in the Lonrho case, Sir Ronald 
Leach should have disqualified him- 
self from acting as an inspector in the 
present matter, in view of Peat, 
Marwick, Mitchell & Co’s previous 
involvement as auditors of Caxton 
Holdings until 1967. 

Previous legal proceedings by Mr 
Maxwell against the DTI and the 
two inspectors were reported in The 
Accountant for October 7th, 1971, and 
December 28th, 1972. 


Better Lloyd’s Results 
A; expected, profitability was better 


for underwriters at Lloyd's for 
the 1970 account (closed at the end of 
1972) than for 1969. 

Figures released this week show that 
the profit for 1970 was 8:26 per cent 
on a premium income of £786,768,114, 
compared with 7:51 per cent on a 
premium income of £693,747,199 for 
1969. These profits include not only 
underwriting results, but also invest- 
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ment income and capital gains. The 
latter is particularly important to 
‘outside names’ with high incomes, in 
view of the tax treatment. 

UK motor insurance has been de- 
teriorating over the years for under- 
writers (having been very healthy at 
one stage). As anticipated, the 1970 
account went further into the red, the 
loss being 7:78 per cent on a premium 
income of nearly £40 million. 

Marine, aviation and transit busi- 
ness showed what appeared to be a 
highly satisfactory balance of 13°49 

er cent, but there are bad times 
ahead. While marine business for 
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1971 could be even better, the 1972 
account is worrying. Competition has 
not allowed underwriters to charge 
the premiums which they know from 
experience are needed to meet rising 
claims costs. 

Profits for underwriters at Lloyd's, 
therefore, are likely to be at their peak 
for 1970 and 1971, but all the indica- 
tions are that there will be a marked 
deterioration thereafter — which is 
unlikely to be encouraging for the 
record number of new members 
(nearly 1,000) who started under- 
writing for the first time at the 
beginning of this year. 





Training for Company Secretaryship 


EPRESENTATIVES of the In- 

stitute of Chartered Secretaries 
and Administrators, of the English 
and Scottish Institutes of Chartered 
Accountants, The Institute of Cost and 
Management Accountants and ‘The 
Association of Certified Accountants, 
have all collaborated with the Depart- 
ment of Employment in preparation 
of a new booklet Training for Company 
Secretaryship. 

Though the Companies Acts at 
present lay down no specific quali- 
fications for the appointment of com- 
pany secretary, the DoE publication 
accepts the opinion that ‘in view of 
the importance of the role that the 
company secretary plays in companies 
of all sizes, in respect of both statutory 
requirements and administrative re- 
sponsibilities, professional qualifica- 
tion is highly desirable’. In this 
context, the CIS diploma is singled 
out for special mention, with the 
proviso that ‘Entrants who have 
graduate or professional qualifications 
in other fields, e.g., law or accounting, 
may be regarded as having adequate 
formal qualification for the post of 
company secretary, although in some 
cases short supplementary courses in 
specific subjects may be required'. 

Speaking to The Accountant this 
week, Mr John F. Phillips, O.B.E., 
LL.M., F.C.LS., Secretary of the CIS, 
welcomed the booklet as the fruit of a 
sound and workmanlike investigation. 
Though, he said, this was not the first 
occasion on which the Institute's 
qualification had been recognized by 
a major government department, it 
was most gratifying to find this degree 


of official support for the Institute's 
proposition that the secretary, at least 
of any company publicly quoted, 
should be appropriately qualified. 





Mr J. F. Phillips: 


The booklet is one of a series of 
training recommendations, com- 
missioned by the Central Training 
Council for jobs which are to be found 
in more than one industry. As desir- 
able features of a company training 
scheme, it lists effective recruitment 
and selection; planned programmes of 
training appropriate to the company 
and the individual; complementary 
further education leading to profes- 
sional qualification; clearly defined 
responsibility for supervision of train- 
ing; regular assessment of training; 
and provision for career development. 

Copies of the booklet, intended for 
the use of companies of all kinds 
whose size justifies employing a full- 
time company secretary, are available 


from HMSO or through booksellers, 
price 25p. 
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Accountant Threatened 
with Imprisonment 


USPENDED sentences of 12 

months' imprisonment on each of 
two counts were passed at Sheffield 
Crown Court recently on Mr Albert 
Boul, F.B.A.A., practising as Guy L. 
Howlden & Co, Accountants, of 
Shefheld. On three other charges, 
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Mr Boul was fined a total of £1,000, 
payable at the rate of {50 per month, 
with a further 12 months' imprison- 
ment in default. 

Mr Boul, who pleaded guilty to all 
five counts, had been committed for 
trial on four charges of making false 
statements in the accounts of a client 
company for the years 1962-63 to 
1965-66, and one of understating 
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fees in his own tax return for 1966-67. 

Passing sentence, the Recorder de- 
scribed these as 'extremely serious 
offences' for which imprisonment was 
appropriate; they struck at the whole 
fabric of trust built up between the 
Inland Revenue and the accountancy 
profession. ‘The sentences took into 
account all mitigating factors, including 
the defendant's state of health. 





THIS IS MY LIFE 


Oh, for the 
Good Old Days 


by An Industrious Accountant 


O UR personnel director, Prinny, recently held a meeting 
of senior salesmen to explain the implications of the 
Industrial Relations Act, and I sat in to listen with interest. 

I have to acknowledge he did it well. No mere factual 
accuracy; no brisk general outline; no chatty opening-up 
of possible problems. When he wants to display the omni- 
scient image he doesn't miss a trick. 

First, the colour film (*Why hire a dog and bark your- 
self?) with a happy ending to soften up the audience. Then 
some introductory comments radiating kindly sympathy 
and general goodwill, garnished with explanatory charts 
showing salary at termination, service, redundancy pay 
earned, and so on. He was lucid, calm and dominant. Of 
course, he had the benefit of some prior rehearsals with his 
assistant for practice, with the directors to ensure he 
didn't over-commit himself, and with our payroll man to 
check the figures. And he tried himself out on his portable 
cassette machine, playing back the tape to develop his 
punch-lines. 

Next came a tea-break, during which he re-capped likely 
questions with Bertie, the assistant sales manager, who'd 
chatted up the listeners in advance to gauge their probable 
reactions; and then back to work. 

Unfortunately, question time got off on the wrong foot. 
lrevor brought up a recent court case about a chap 
dismissed for bad timekeeping resulting from illness and 
not replaced. Was that redundancy, or wrongful dismissal, 
or was it unfair in terms of the Act? The problem touched 
sensitive spots, and a rush of queries followed on the 
meaning of 'reasonable'. 

Prinny, bluff and blunt in days gone by, has been brain- 
washed by seminars about communication and delegations 
and participation in problem-solving. Accordingly, he was 
patient and conciliatory, and replied by suggesting alter- 
natives for consideration. 





At this point Bertie felt he should make his own 
dynamic personal impact and show the director how well he 
could handle his subordinates. He shed his own thin veneer 
of civilized tolerance and jumped in with both his big feet. 
He contradicted Trevor flatly, raised his voice, and tried 
to talk down all opposition, regardless. 

Harry, from Glass and China and a relatively new man, 
cut in helpfully with an experience he'd had of a dismissal 
procedure and an appeals arrangement. Bertie rather rashly 
pooh-poohed the set-up, and soon found himself standing 
up and shouting back in a three-cornered squabble. He 
was right and management knew best, he insisted, and the 
listening faces went quiet and watchful and hostile. Prinny 
twice intervened but Bertie, exhilarated with success, 
galloped on unchecked. 

After the meeting and the departure of the troops, Prinny 
smiled ruefully. It took him back twenty years, he said, 
and oh for the good old days, when the boss was the boss. 
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The Professional Man 


Will He Survive? 





Need for Traditional Values 


by THE RT HON. LORD BOYD-CARPENTER 


The place of the professional man in society was discussed by the 
Rt Hon. Lord Boyd-Carpenter, P.C., in a paper — of which this 
reproduction is a part — presented on the occasion of the recent 125th 


anniversary of the Institute of Actuaries. 


WIE is a professional man, and how, indeed, do you 
define a profession? After all, in these days almost 
everybody claims professional status. Just as the late 
Lord Harcourt once observed that we are all Socialists 
now, certainly almost everybody now claims to be members 
of a profession. The ratcatcher of my youth has become 
the rodent officer; the charwoman the sanitation executive. 
If one is to talk about this subject with any sense, one has 
to be clear in one's mind what one means as a profession. 

One condition is that for any activity to be a profession, 
those who either hold themselves out as practising it or 
practise it must have qualified by means of some external 
examination. They must have acquired professional 
qualifications as a result of an impartial assessment of their 
qualities and qualifications by other people. But even then 
this, of course, takes one very wide. It takes one beyond 
the obvious activities which everybody would agree con- 
stitute a profession: the two branches of the law, your own 
profession, medicine, the Church; it takes one into a far 
wider scope indeed, because in these days of fairly frequent 
public examination there are very large numbers of people 
whose opportunity to earn their living in a particular way 
doés depend upon their having at one stage in their lives 
at any rate, passed some form of public examination. 


Narrower definition 


It is very hard to claim that you are a member of a pro- 
fession if you have not undergone ordeal by examination 
before you are permitted to practise it. But I think one 
wants to feel for a narrower definition. The essence of 
certain of these occupations for which you have to pass 
an examination first of all to practise is that, having done 
so, you are then free for the rest of your life, without any 
more supervision than is exercised over the ordinary 
citizen by the ordinary law of the land. 

I think that if one is to feel towards a definition of a 
profession, one must add to entry by examination some 
form of control over its members by some more or less 
authoritative governing body; this, of course, begins to 
narrow quite considerably the number of occupations 
which can be so defined. I think it is the essence of pro- 
fessional status that those who practise a profession are 
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subject to a discipline first of all imposed by their own 
conscience and, if that fails, supported by the authority 
of a professional governing body; and that these sanctions 
should operate on the professional man wholly regardless 
of the orders or interests of his employer or of his client 
or the person or body, whoever it may be, from whom he 
earns his living. 

'The professional man has a duty to his client or to his 
employer, and he has a duty to his conscience, to his 
professional standards and, if these fail, to the governing 
body of his profession. When one looks at a more limited 
number of professions, one can see that this is so. We do 
not ask, and I do not think we are entitled to ask, of the 
professional man outside his professional activities any 
higher standards of personal morality than we expect of 
the ordinary citizen. But within the scope of his profession, 
in relation to his clients or to his employers, we do feel 
that higher standards should be demonstrated and, if 
necessary, enforced in order to maintain his professional 
integrity. 

This is true of a number of professions, though the 
discipline comes in different ways. In my own trade of 
the Bar, there are the Benchers of one's Inn, or what 1s 
now called the Senate, who can and on occasion do, dis- 
qualify from practice, and perhaps professionally ruin, a 
man who is thought to have fallen below the standards of 
his profession in a professional capacity. Solicitors can be 
struck off the rolls by the Law Society. Clergy who either 
indulge in conduct that will bring their cloth into disrepute 
or commit the complex sin of heresy, can be removed by 
the cumbrous but ultimately effective processes of the 
ecclesiastical courts. There are, therefore, a number of 
bodies which regulate and control in a professional capacity 
their members! behaviour, and this, I think, is the central 
core of professionalism in the sense in which I am trying to 
talk about it this morning. 


- Training and supervision 


I think I have established what we mean by a profession; 
we mean an occupation which involves study and training 
leading to its test by external examination, and then 
continuing supervision in one form or another; where the 
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conduct of the man in his profession is subject to super- 
vision and, if he fails to measure up to those standards, 
he ceases in the ultimate to be allowed to practise it at all. 

If you accept that definition, we then come to the 
problem of whether this kind of professionalism is going 
to survive in the modern age. There are many powerful 
forces against it. There is the growth of the enormously 
powerfulinternational company, and the hardly less powerful 
amalgamation of industrial and commercial entities inside 
individual nation-states. On top of that there is the march 
towards classless egalitarianism which is to be seen in 
greater or less degree in all the developed countries. Can 
professionalism stand up and survive against those two 
powerful and perhaps interconnecting forces? 

I would pose first of all one condition for its survival, 
and that is a fiscal condition. In all advanced countries 
we have moved very much towards it being regarded as 
the duty of government to redistribute people’s earnings 
and incomes. We have long passed the, I think, wholly 
defensible situation in which it was thought right that 
those who had most, even though they earned it, should 
contribute most to the necessary expenses of the state. We 
have moved into an era where, in greater or less degree, 
it is widely accepted that it is the duty of the state to 
redistribute incomes for moral and social reasons, regardless 
really of the reasons why, in many cases, these incomes 
differ. 

These kinds of fiscal measures bear very hardly on the 
professional man. The owner of capital, the entrepreneur, 
can find methods for mitigating the onslaught of these 
measures; the professional man can do very little. Take 
his typical life pattern. It is a long education and a long 
period of training, during which his earnings are very small, 
or perhaps non-existent. There is then, if he is able and 
hard-working, a relatively short period of relatively high 
earnings, followed in many cases by early retirement. But 
if you have a fiscal system aimed openly at the redistribu- 
tion of incomes, and if you define incomes on an annual 
basis, you hit that life pattern very hard, because you 
treat the years of high earnings by themselves and do not 
allow any offset at all for the long and expensive years of 
preparation when other people, contemporaries of the 
professional man, though now earning less than he, were 
in fact earning very much more because they were not 
training for a profession. 


Fiscal reform 


Equally, the stringent rules built up by the Inland 
Revenue over long years of battle in the Courts and on the 
floor of the House of Commons, as to what are allowable 
expenses, are on the whole far more restrictive on the 
professional man than they are on the industrialist, the 


head of a commercial concern or the private trader. Then, 


when you come to the end of the day — although a certain 
amount has been done to enable the self-employed man to 
make better provision for his old age — there is still the 
fact that, as a matter of definition, the self-employed man 
has no employer to contribute or to help to contribute to 
his pension. Though not all professional men, or anything 
like all, are self-employed, a very substantial section is. 
Therefore I put, as my first condition for the survival of 
the professions, pretty drastic fiscal reform. If you install 
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plant or machinery today, you are allowed very substantial 
allowances by way of depreciation; indeed, if you install 
it in a development area the allowances are very good 
indeed. But the professional man's plant and machinery 
are his brain and his hands. There is not a penny of 
depreciation allowed for them. I think it has got to be 
accepted that if you wish high standards of professional 
work — the fruit of skill and of training and of capacity for 
hard work during the years that that work and service are 
being given — the successful and hard-working profes- 
sional man is entitled to have and to keep a really sub- 
stantial proportion of what he earns; and that it is wrong 
to say that the fruits of the 25 years — or 30 years it may be, 
when the fruits of a high professional career are really being 
gathered — must as a matter of moral philosophy be forcibly 
redistributed among people who, whatever their merits, 
have not in fact undergone that training or skilled them- 
selves in that work. I put fiscal reform first. 

Secondly, there comes the question of relationship with 
the great companies, national and international, which are 
going to dominate the scene increasingly for the rest of this 
century. How does the professional man stand up against 
these modern brontosauri? These great corporations are not 
consciously brutal or inhuman. They are composed of 
ordinary reasonable human beings. But their sheer weight 
and size do mean that they do require some counter- 
balancing force if they are not to exercise excessive 
influence. 


Legislative limits 


What is the counter-force? Some people will say govern- 
ment, but there are very severe limits to what, with the 
best will in the world, governments can do. It is true that 
the forthcoming Companies Act is likely to include many 
complex measures designed to secure greater public 
knowledge of companies and greater public responsibility 
of those who have the responsibility of managing them. 
Until one sees the text of that bill one is inclined to be a 
little sceptical as to how effective it is likely to be. 

Legislation can do a certain amount, but the more 
experience one has in the art of government, I think, the 
more one is convinced how limited is the effective sphere 
of legislation. Legislation is useless unless it is enforced. 
Indeed, it brings law itself into contempt if it cannot be 
enforced, and it is upon the enforcement of whatever legal 
improvements may be intended that so much, I think, 
of the activities of professional men in the future will be 
concentrated. 

We have seen how far able and ruthless men are prepared 
to go in pursuit of their commercial ambitions. What is the 
check? Up to a point, no doubt, governments — do not 
rule them out — but I think a better check is to be found 
in the professional integrity of professional men : the auditor 
who will not sign an unqualified report; the actuary 
who will not put his name to a proposition; the lawyer 
who will not connive at the twisting of the law; the 
professional man who, whatever the consequence to 
himself, rates his professional conscience so high that he 
will not knowingly fall below the standards of his pro- 
fession. The most ruthless of commercial operators, and 
the most cynical, cannot get very far if professional men 
will not serve him, if the reports, the certificates, the 
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An invitation for newly qualified - 
- accountants to take advantage of Us. 





To those who have reni qualified : as + selection of financial management. — 
_ accountants, and are considering a position in e This is not a register or an ágency operation. 
^. .commerce or industry, may we recommend calling You select the appointments of your choice, and, 
. . one of the following Reed Executive Robophone if your background is relevant, you will receive a 
: numbers? < | detailed job specification prepared by one of our 
E London 01 6294455 => - consultants. This will enable you to decide if you 
nae y Manchester 061 832 6633 - wish to be considered for interviewing. j 
Un Bir mingham 021 643 0019 All our consultants are qualified accountants ` 
Leeds 053231845 . + -with the benefit of selection training and the added 
,  Edinburgho315540724 - ^. ,  experienceofhaving placed literally thousands.of * 
They are in operation 24 hoursa day so you > successful accountants. So why not take advantage 
can call anytime. Just leave your name and address: ‘of their experience and ability to understand your ' 
and state that you are newly qualified. . ^ requirements? After all they were in your situation 
This will place you on the mailing listofour , once themselves. 


. weekly Financial Management Appointments . 
Bulletin and enable you'to take full advantage of, 
whatis without a doubt, the best source of 


- appointments information available for the b E ¡Reed Executive | 
' qualified accountant. ` S Í | 1 d 
: And so it Should be, because Reed. E xecutive e ection imite T 


Selection Limited are the leading authority on the The leading authority on the seléction of financial management. 
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Magnum Hotels - 
here can you take a b ath 


with your favourite D.J.? 





"Take. a look around your room and see. You’ve gota. You have a choice of restaurants to dine i in, with ex-. 


private bathroom, with radio and telephone exten- cellent chefs and superb cuisine. Elegant bars for an 


| sions, so you can enjoy music while you soak, and you after-dinner drink. And an informal Swiss. Coffee. 


- won't miss that important phone call. House, serving delicious coffee and light snacks. ` 


Your bedroom has colour television, and a telephone Magnum Hotels offer you the kind of luxury you won't 
with direct dialling facility—so you. can clinch a^ find anywhere else. Come and stay with us soon. If it 


:- business deal without haggling with a switchboard isn’ta special occasion, we'll turn it into one. 
operator. And yourroomis air~conditioned* ; giving you 
a whole ro ODE of fresh, clean air every 20 minutes. 


Magnum Hotels in Birmingham, Leicester, Manchester & Newcastle, bd 2 
Other hotels in the Magnum group are: — . | | 
in London the Belgravia RON and the Royal Kensington and the Hotel Codin Copenhagen. 


- MAGNUM YOU'LL REMEMBER US WELL | 


"s: CENTRAL RESERVATIONS: 01-235 0303 or 01-235.5480 TELEX: 919465 -- 
" ' MAGNUM HOTELS LIMITED, Magnum House, West Halkin Street, London SWIX 8]P 





i 





* Air-conditioning i in Ane Magnum i in public rooms only. | 
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E to arecord:£1.7m. Earnings per share f fose to 3. 9p per share ` 
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prener Tuition for the 
Examinations of the 


Institute of Chartered §@ 
Accountants 
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_ At the ecatiinations Sadie: to the qualification, of Chartered Accountants, e 


l poutan College students have gained over 


“11,000 SUCCESSES AND 350. HONOURS 


^ "including fifty-six first places, thirty-eight second “places, sixty-six. third and fourth ; 


- places; and numerous prizes, m and scholarships. - 
e The Metropolitan College offers you the benefit of , 
-+ * more years” accumulated en in 
x ena coaching. 
arantee of coaching until successful. - 
fio Ha op study notes, mostly i in priated : 
booklet form. ` m. 
are test t- practico and tutorial criticism. : 
valuable self-examination questions, 
cial publications of the Institute, appropriate . 
to the.Intermediate and Final examinations. - e 


JOINT DIPLOMA IN: MANAGEMENT i 
: ACCOUNTING SERVICES : : 
 CERTIFÍCATE IN "MANAGEMENT: 
“>, INFORMATION + - 


, The above-mentioned "examinations ‘are open‘ to ` 
. members of the Institute and have been instituted to . . 
improve the ‘standard of accounting services and 
to encourage study in the increasingly important field. 
- of business administration and organization D i 
. tively. When applying for particulars of the College's — xi 
, expert postal courses, please specify the examination in which interested. SEES , 
Write today for a free copy of this college. “Accountancy” ed iia to the : 
Metropolitan College, St Albaris (A1/44), or CALL at 30 Queen Victoria Street, 
London ECAN 45SX. Telephone' 01-248 ‘6874. After. Office hours (5 p.m. . 


LINKED PRIVATE 
The. Luton College ‘of |. 
Technology and Metro- | * 


politan llege : now 
offer ^ facilities: - for 


integrated - oral ' «and 
correspondence tuition: 
-One week ‘pep’ Courses 
~= to. astist- ‘students in 


areas. Of“. weakness. | - 
Week-end. z ‘residential , 
*Punch' courses — for j- 

‘intensive ‘concentration “|”. 
,on particular subjects: ded 
For details of these, and | 





^ ^" Monday to Friday) telephone | messages are recorded electronically. 





Founded 1910 —. 
` Member of the Atocion. of British Corde Colleges. 
_ Accredited by the Council "for the "Accreditation of indo ecd Colleges, ' v 
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FREE LISTS. OF VACANCIES 


— will be posted lo you ‘or you can call ati our Information Centie 
. and - without any form-filling + study the classified. registers. = 
T Over 500° vacancies ‘in the U.K... and Overseas offer you the . 
uf widest choice: Ring for relevant list! QA E. i 
















` Public Practice: É Kelleher, 01-628. sso 
‘More. than 300 Professional firms' -utilize. our services in 
engagement of. all. grades of: staff. from. Articled' Clerks 
- ‘to Partners, Salaries: UK: -up to £5 ,000; Overseas — -up to ^ 
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s Commerce and Industry: R.: Thornhill, oi - 628 8 8860. 
Vacancies cover the whole range froin Huet to Financial. 
Director. Salaries: up, to de 000+, j ca a 
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advice and the comments are critical or a And iti is. 
. just. because this is becoming SO increasingly necessary 
. today that I am quite certain that society and governments 
must secure the continuation’ and continued survival of 
the professional : man and of..the POS who will 
provide ‘this’ check.” 


Inthe ultimate crunch, the professional man pie n 
professional honour, his professional integrity; his duty - 


as a member of a profession, -above the interests of his - 


client; above the interests of his employet.: He will, if he is 
sensible, do everything he can to dissuade his émployer, | 
his client, from putting this to. the test. He will be wise to ` 


argue this i in’ private; but all such argument is, of course, 


of very little persuasive effect unless the employer or the: 


. client knows that, in the ultimate, professional integrity 
"will prevail. 


In c world of. today, this is becomirig an even more 


- valuable and even more important quality. than it used to 


be: 'The falling away of other values, the rise of ‘a measure. 
of corruption in many quite surprising directions, the 
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. enormous power. “and comparable: temptations which e 
growth of great companies and great organizations: involves, 
all these. things are making professional integrity. in- . 
finitely more valuable to society than it was. And therefore 
: because in their odd, way, sometimes rather paradoxically, 
governments in the ' long run do recognize social and . 
national needs of this kind, 1 am convinced that govern- 
ments will take steps to strengthen the thin steel. barrier; 
of professional integrity as a protection against the cor- 
rupting influences which otherwise will undermine society. 


"The alternative is depressing; a society whose values get à 


steadily worse. Religion has lost — I regret to say, but it is.. 
true — so much of its'hold. Other of the old values and the. 
old disciplines have been eroded by: á variety of factors. 
Therefore governments must put into the breach the 
strong protection of an enlightened, intelligently conducted, 
fair-minded professionalism. If they do — as I think they ` 


will — this offers the real guarantee for the future. Therefore, - 
I am very confident indeed that the professional man will. 


survive.  ' 


M 


Tax Pros and Cons of Growth > 


Go iow bonds, when T were first 


introduced, quickly became very popular. Basically, © 


they were (and still . are) nothing more than deferred 
annuities with a. cash option. A drawback was that many 
insurance conipanies could accept only a limited amount. 
of this business. ' 

This is because the original purchase price is david. 
in the general annuity-. fund 'of the insurance company : 
which, in practice, is virtually a gross fund. The insurance 
company's tax position is that, as long as the investment 
income of the fund does not'exceed the gross figure paid 
. out in the form of annuities, no tax' is payable on the 
investment income. Naturally, insurance companies make . 
it their business to maintain the right balance so that no’ 
tax has to be paid:on the investment, and it is for this 


reason that issues of growth. bonds are usually strictly 
limited. . EE o 


Tax liability - _ Se « ES RUE 
‘From a bondholder’s pain of view, if a “lump sum is 


taken at the end of the-term (rather than a pension for life), 
there is no liability to capital gains tax or income tax at 


the basic rate. There can, however, be a liability to higher | 


. raté tax (less basic rate tax). 
- To calculate this tax liability, the difference is. taken 


> between the original purchase price arid the-cash amount ' 


received at the end of the term. This figure represents the . 
‘gain’ which the bondholder has made on his investment. 
‘To arrive at the rate of tax to be appued: the amount of. the - 
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= and Income Bonds 


CONTRI BUTED 
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gain is divided by the kaa of full y years for which dies . = 


contract has been in force. 
The resulting proportion of the gain is added to the 
bondholder's total income for the year. In this way, the: 


rate of higher rate tax (less basic rate tax) which is to be - 


charged on thé gain is established. The whole of the gain 
is. then chargeable at that rate. 


A. devélopment of the guaranteed growth bond was to , : 


provide a guaranteed income bond. At first, income bonds 
represented little more tlian guaranteed growth bonds, with. 
part of-the bond being surrendered at half-yearly intervals. 
An insurance office would undertake this automatically, 


making sure that, at the end of.the day, sufficient would be B 


left to repay the original purchase price. ! 


| While this was quite a clever idea in the circumstances, it it 
had drawbacks for surtax payers. For anyone in the surtax 


bracket, there was a liability to surtax, with this being 
charged on the gain — i.e., the difference between the: 
proportion of the bond surrendered and the original. pur- 
chase price for that bond. With ‘income’ being drawn off, 
each year there is an increase in the gain. with the result 
that, quite, apart from anything else, a súrtax payer who 
took one of these contracts was faced with an increasing `. 
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liability to surtax in connection with the income. Finally, ` 


there would be a further liability to tax when repayment of. 
the original purchase price was made. 


The “second type of income bond was much more satis» : 


factory, and this has accounted for the bulk of the “income” 


business transacted to date. "The second version simply 
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run consists of two contracts, - eich: must be táken togeibes. 
The first is a temporary annuity. It is this which provides | 
_'. the guaranteed income over: the agreed number ‘of years. 


Part of the original purchase price is used to buy this. 
The remaining part of the purchase price is used to buy a 


xd deferred annuity with a cash option — i.e., a growth bond, 
- as. described at the outset. The reason for the growth 
-. bond’ element is simply to ensure that, at the end of the 


predetermined term, the whole of the original purchase 


price will be returned to the annuitant. | 
In the normal course oZ. events should anybody with -a 


, combination of these two types of contract die before the 
- end of the term, less than the full purchase price would be 


returned to him. This is'because the term annuity. would 
cease with no cash return, and the ‘growth bond element 
. v would not have grown ‘sufficiently to pay out the whole of | 
7. the original purchase price. 


. To overcome this difficulty, most offices v income 


. bonds have said that, in the event of death, they will make 
<= up the amount returned to the full pürchase pricé. Never- 


theless, there may well be certain stipulations, regarding 


age if this guarantee is to’ operate. For instance, whilst 
- ‘there may be no minimum age, some offices have said that 
/. the maximum permissible age at the Pod of BE term i is 75 

for both men and women: | Egg 5 


. Surrender values 


Whilst there may be no mention: of de values in a 


ES policy, this type of contract can normally be surrendered 
. . While it is in force. In this event, usually it must be sur- . 


rendered as-á whole (i.e. the temporary annuity. and the 
deferred annuity together’. Surrender values also are not 


a guaranteed, but at present they range from go per cent to` 


95 per cent (and sometimes more) of the total purchase 
price. Normally, loans are not granted against the surrender 


l value of one of these contracts. = 

- Although, in” theory; an. income bond returns. the : 
original purchase price at the end of the term, those paving - 
... higher rates of tax at the time will face a tax charge — in 


connection with the ' gain’ on the “growth bond” element of 


the cóntract. Thus, for them, the net return will be less 


than the original purchase price., 
Insurance companies have tackled thiş ee ina 


- number of ways. For instance, one. income bond returns 
4, 125 per cent of the original purchase price. Dependent 


on the rate of tax which a bondholder may have to pay on 
the gain at the end of the term, this margin may well be: 
more than enough to meet the tax liability. Inevitably, 


however, sorne yield over the years has.to be sacrificed d 
achieve this capital grow-h over the ro-year period; i 


effect, less - money is used-to buy the temporary sane: 


. and: more is devoted at -he outset to the growth bond 
. | element of the contract. 


. annuity funds should be zmended. One suggestion which . 
has been made has been that annuity funds devoted to 
> “growth bonds’ should be separate from the rest of the 
- annuity func and should be ‘taxed. Another Suggestion 
" ..L. which has been made has been that the ‘gain’ under a: 


fa 


. There has been plenty of criticism ofi income bonds, in” 
view of the tax advantages which they enjoy. The building 
societies, particularly, bave been hard hit and have made 


representations that the taxation of insurance companies” 
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es bond* should not oni | pe SN to ee: rate 
tax as at the moment, but should be subject to capital 
gains tax for everyone. -This, it is thought, would be 


roughly comparable with taxing the insurance company: 


. A 


on its investment income. 
Although the, Government has made no move to date, 


.it cannot be assumed that changes 'will not be made in the 


future. In fact, there is every likelihood that bonds will: 


- not be available i in the future on such’ advantageous terms. 


To try to overcome àny future changes, and also to help 
higher rate taxpayers, one London officé has devised 
the idea of using.a temporary annuity and-a bonus- 


reinforced life assurance policy. This idea is. now being’ 


taken up by other offices, and may very well Mipensnde the: 
conventional form of income bond. : 

The idea is a good one, although there is one. drawback. 
The return of the “original purchase price’ depends on the. 
maturity value of a profit-sharing’ life ‘assurance policy. 
Since future profits cannot be. guaranteed, there-is the 
possibility (albeit somewhat. remote) that the. maturity 
value might be less than the full. purchase, price. In fact, 
it would seem more likely that tlie maturity value will be 
higher than estimated, with the result that, in addition to 
the income over the years, there will be a tax-free capital 


‘sum. düé to the bondholder at the end of.the term, over and , 


above the return of the original purchase price. * 
The idea behind this type of contract (although indivi- 


`- dual offices have their own variations) is that, for a 10-year 


Con:ract, a temporary. annuity is issued which pays benefits 
for nine years. Part of each benefit is used ás premium 
towards a profit-sharing endowment policy.. At the end of 


_ the term, the maturity value of the policy provides the final 


instalment of income together Wh the return of the 
original purchase price. 
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The important aspect about this type “of contract is that 
there is no need for a “growth bond’. Since the original - 
purchase price is returned in the form of proceeds from a . 


‘maturing endowment policy, no tax is chargeable. Incident- 
ally. this also can apply to the last instalment of ‘income’, , 


whizh is provided from the maturity “value of the policy. 
Naturally, the yield which can bé expected from this type > 


"of arrangement over the years will depend on whether: 


income tax relief can be claimed on the premiums paid ' 
towards the life policy. In some. cases, a bondholder.may 
already be paying premiums up to one-sixth of his income. 
Another possible limitation is that, over a 10-year period, 


the annual premium towards the life assurance policy may” 
represent more than 7 per cent of the guaranteed sum 
‘assured. In this: event, the easiest arrangement may-be to 


add term assurancé. This will be cheap enough, and will 


raise the. guaranteed sum assured, so that there should be 


no problems about tax relief on the premiums paid. 

In those cases where normal .relief can. be claimed 
(equivalent to about 15 per cent of the premiums), this will 
have the. practical effect of i increasing the cash yield from. _ 
the whole operation. 


Generally, there. is a guarantee in the life policy. that, 1 in ' 


the event of death during the term, the whole of the original 


' have built up the s sum » assured to that figure. 
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- investment will be returned, even though bonuses may not 
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The Fable of the 
Merchant Man 
and the Bitter 
Draughts 


MERCHANT man was possessed of all the shares in 
a company which, trading in goodly pearls, sold all 
- that it had and. bought one pearl of great price; and its 
balance sheet ir. the beginning of the year was: 








Shareholder's fund ^ 2,000 ++ Safestorehouse .. 4,000 
Loan, secured 18,000 Pearl . 16,000 
£20,000 














- The loan had been granted by the usurers at 10 per cent, 
and had yet five years to run. 


2. A year passed and at dawn on ihe last day thereof the 
merchant man drank deep of the bitter draughts numbered 
8 and 11 which the accountants gave unto him and, observ- 


ing that the pound was then by one-fourth inflated, recast 


this balance sheet: 


£o | £ 








Shareholder’s fund 2,500 Safe storehouse 5,000 
Loan, secured 22,500 Pearl | 20,000 
£C25,000 £C25,000 














and, remembering the tax gatherers, he wrote a note there- 
on, saying : 
Deferred taxation £500 at 40 per cent hath not been set 
ado a curse upon these tax gatherers. 


In this fable, tax on the (unrealized) capital gain was for simplicity taken ` 


at 50 per cent, and not 30 per cent as is predicted ; but the result is in 
no wise improved if this change be made. ^ 


ACCOUNTANT. 


£20,000: 

















243, 
3. He drew also early in ms day a balance sse at the 
yeas: s end: | 
$ NP E! 
Shareholder's fund 2,500 Safe storehouse 5,000 
Deferred tax: | Pearl 20,000. 
£500 at 40 
per cent £200 
£2,700 at ` 
50 per 
cent! .. 1,350 
1,550 
Loan, secured 18,000 
Creditor for interest — r,3oo 
Proposed dividend 1,150 
£C25,000 £C25,000 
and an account of profit and loss: | 
£ £ 
Gain.on monetary loan .. 4,500 
. Less Interest payable .. 1,900 
Profit before taxation ,700 
Deferred taxation for 
year, £2,700 at 50 per cent .. ,350 
for prior year, £500 at 40 per cent .. 200 
| —— 1,550 
Profit after taxation 1,150 
Proposed dividend 1,150 
Retained £CNil 








4. He was seized with a longing for this dividend, and 
first he called upon the usurers to lend the money; but they 
sald: We have drunk of the draught numbered 8 and will 


now take no less of interest than 25 per cent; and he 


admonished them that they should find some other place 
to put their money. 


s. Whereupon he.caused his company to sell the pearl 
in the market place for £20,000, since its value, as if by a 


* miracle, had kept measure with the prices of eggsand of bread 


and of the other consumer goods in the index. He had in 
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«proof — Companies Act 1948, section 54 ~ Income Tax Act. 


- as if this had been done: 
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+ mind that the company might repay. the don and. its 


‘interest, and in the afternoon he drew the balance sheet 





Shareholders fund 2,450 Safe storehouse ., . 5,000 
Tax deferred cr due: ` Cash is is 200 
M Ke 200 at 55 per 
'" cent. " 1,600 
SaO PASA dividend I,I50 i ! 
^ £C5,200 £C5,200 
E E e s 
and the account of profit and loss: ' 
4 | | Pa 
+ Profit on sale of pearl .. >>.. ji quo x Nil 
Gain on monetary loan .. n S .. — 4,500 
xd 205 f aoo 4,500 
. Less Interest paid’... - ju n Se v5 1,800 
Profit before texation - .. A : Wa re S 799 
' Taxation (including £250 for prior year)... .. 1,600 
Profit after taxation , .. "I „> TOO 
," Proposed dividend. a wc ried —€ 1,150 
. Deficit .. —.. = - — ys .. LC50 





.Jonas v, Bamford. `- 

In the High Court of Justice (Chancery Division) 
1973 

(Before. Mr Justice WALTON} ©’ 


- Income tax — Schedule E — Back duty — Sums alleged to be 2 
company — Whether company can recover from taxpayer — Onus of 


July ii 


1952; section 52 (5) - Taxes Management Act 1970, section 50 (6). 
The taxpayer was in contrcl of Baker Sportswear Ltd. The 


«accounts were properly audited every year, and clean certi- . 


. ficates were given for all material years. The accounts disclosed 
that the taxpayer had received remuneration from the comipany. 


"A back duty inquiry was carried out, and-it disclosed that the’ 


taxpayer was lving above his ostensible income. He produced 
- 4 great deal cf evidence in relation to 1957-58 to 1961-62 
inclusive, but he refused to produce any-evidence in relation 
to 1962-63 to 1964-65. The taxpayer informed the Revenue 
that he had made considerable gains on betting. Assessments 


under Schedue E were mzde on the taxpayer for 19 57-58 


ACCOUNTANT | are 7 s 
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6. And first he cisi the mhod of Tia which 
made a laughing stock of his proposed dividend; but he 
took heart and said I will take £1,100 and be satisfied. 


7. And then he saw that-his company had but £200 of 
money, and that unless he turned again to the extortionate 


_usurers, or unless the safe storehouse, which for the trade 


was needful,’ were sold, he could take no more than this 
{£200 for his dividend; and he saw that he bad been 
deceived. Whereupon he caused the company to pay but 
the interest of the loan, and at midnight, when the effects 


of the heady draughts had abated, drew this balance sheet: 


Shareholder's fund “3,100 .: Safe storehouse ... 4,000 
Loan, secured  .. 18,000 Cash  ..  ... 18,200 
Tax liability «ROC UDIOS S. 7 i 

c £22,200 d , £22,200 


-8. And. hé tried out, saying: All tsi my company hath 


_done is to make a net profit of £1,100 from its pearl, all of 


which and yet more, by reason of this cursed. inflation, 
it needeth. for working capital; I will have no dividend; 


- my company will buy another. pearl. alas a lesser oné, 


for £17,100, and begin again, giving no heed to these 
accountants. 


t 


- 
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to 1964-65. The first | assessment was out of time, ‘and. was 
discharged by the Special Commissioners on the ground that 
there was no fraud or wilful default: in respect of that year, 
as it could not be shown that his capital had increased during 
that year to an extent not consistent with his: declared source of 
income.. | ` 

As the first assessment was made out of time, thé onus at 


the appeal before the Special Commissioners was on' the 


Revenue to show that the taxpayer had been guilty ‘of fraud or 
wilful.default in relation to the’ income arising in that year of. 
assessment. In these circumstances the Inspector | assumed the 
onus in respect of that year, and opened his entire case as to all’ 
years of assessment. There was-no evidence of the consent of. 
the taxpayer’s co-directors, ‘or of the minority shareholders, 
to the withdrawal of sums by the taxpayer as remuneration 
beyond that shown in thé audited accounts. ,- '. 

It was contended for the taxpayer that in view of He con- 
cession made by the Inspector that there was no evidence of ' 
consent as above, the sums withdrawn did not. constitute 
remuneration from the company; and that if the sums had been 
diverted wrongfully, the taxpayer remained accountable to 
the company therefor, and so could -not be assessed under 
Schedule E in respect of those sums. It was also contended 
that the onus for all years was upon the Revenue to prove that 
the sums in question were taxable remuneration; that there had 
been no discovery'pursuant, to section 29 (3) of the Taxes 
Management Act 1970; that the assessments for 1960-61 and 
1961—62 had been settled with the Inspector under section 510 
of the Income Tax Act 1952; that the procedure in PAYE 
should have been applied if the sums in question were remunera- 
tion; and that the so-calléd accretions to the taxpayer's wealth 
year by year. were explained áway by the introduction of other 
items., The Special Commissioners decided in favour of the 
Revenue. : 


Held: the Special Commissioners’ ‘decision was correct. 
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Aplin v. White (2) 


In the High Court of Justice aces Division) => July p 
1973 | : 


(Before Mr Justice MEGARRY) 


ya 


Income tax ~- Interest on deposit account — Estate agent ` - I nterest 


on sums received for clients — Whether interest received by taxpayer 


— Whether interest within Case IIT of Schedule D — Motion to 
vary minutes of draft order — Income Tax Act 1952, section 148 . 
— Rules of. Supreme Court 1973, paragraph 2008. 


The taxpayer's appeal in this case, see The Accountant, June 
.218t, 1973, reported the decision of Mr Justice Megarty in 


favour: of the Revenue. The present report relates to a 
motion by the taxpayer to vary the minutes of the draft order. 
The draft minutes began with the words: “This Court being of 
opinion that the determination of the said Commissioners ‘is 
correct, dismisses this appeal and affirms such determination: 
‘accordingly.’ The ‘General Commissioners. decided that the 


' taxpayer was chargeable under Case III of Schedule D, pur- 


suant to section 148 of thé Income Tax Act 19 $2:as the person’ 
who received the interest, although the income was derived 
from his business, and that the income was that of the taxpayer: 

It was contended that the third statement in thé decision ’ 
above was wrong, and this contention was accepted. by the | 


- Revenue. The notice of motion. sought (i),an order reversing 


that part of the General Commissioners’ determination’ which - 


- had been.admitted to be wrong, (ii) an order that a decision of 


Ed 


the respondent inspector in March 1973 to charge i income ‘tax 
at the standard rate on the £128-70 in the Case FII assessment 
be set aside, (iii) an order that the income tax covered by an 
assessment under Case Y of Schedule . D be reduced. by 
£128"70. | ` 

. Held: (1) the draft order should: be amended suitably to 
prevent it from appearing to affirm the above third statement; 


(2) the orders sought under (ii) and (iii) could not t properly 
arise on a motion to vary the minutes of the order. ` 
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Fen Panning. Co Ltd v. Dunsforä 


In the High Court of Justice ud Pues July and? 
1973. * | HN 


(Before Mr Justice WALTON) l 
Income tax — Case stated — Motion for dealin that case a 


. nullity — For order remitting case to General: Commissioners — For 
amendment - : Taxes Management: Act 1970, section 56. 


The company was assessed to income tax under Schedule D 
for 1949-50 on the footing that portions of its profits had been . 
diverted to its controller, and had not been included.in the 
accounts sent to the- Revenue. ¡A case was stated at the instance 
of the company, and was signed only by the chairman of the 
General Commissioners. A draft of the stated case was not sent 
to the company. The case stated did not contain several formal 
elements that are usual. `. ON X. | 
‘A motion was moved on behalf of the company foi the stated 
case-to be declared: to be a nullity because of the omissions ` 


mentioned above, and for an order for the stated case.to be’: 


remitted to the General Commissioners for them to include 
inter. alia a contention that the abstracted profits remained the 
company's property, and could be recovered by the company; 
that a contractual arrangement had been made with the Inspec- ` 
tor of Taxes for a consortium to be assessed in respect of the 
omitted profits; that an agreement had been. made under 


section: 510 of the Income Tax Act 1952 covering the years 
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ET 50-51 to 1955-56; edente as to iade activity by. rx : 
deceased ‘controller and his. personal representatives; a report 
on the trade.premises occupied by the deceased; evidence bya 


- director of another company: i 
"The contention that the stated case was a nullity s was’ 'aban- 


doned. On the question whether the stated case | should be 
remitted to the General Commissioners — `, 


Held: the motion had been too long delayed — nine months 
after the stated case had been received; and the other matter 
> complained of did not warrant the remission of the stated case. 
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Fen Farming Co Ltd V. Dunsford (2 - 


In the High Court of us (Chancery ee uy. roth, : 
1973 


(Before Mr Justice WALTON) 


Income tax — Farming ~ Back duty — Certificate of disclose - 
Agreement to accept assessment on company's controller and other 
parties — Jointly. as a partnership — Subsequent assessment on 
company — Settled. with Inspector — Death of controller — Hidden . 


, bank account discovered — - Additional assessment on company — 


Whether this money was the company's money — Whether res 
judicata — Standard of proof - Income Tax Act 1952, section ED —' 
Income Tax Management Act 1964, section 6. 


The appellant company was incorpórated in 1921, and at all p 
material times was controlled by a Mr Kilbam, who was also . 


engaged in other farming enterprises with his three sons. In 1947 - 


there was a back duty inquiry, which by agreement resulted in a. -.- 


“payment of £20,000 jointly and severally by Mr Kilham, his 
eldest-son, the appellant company and another company, and 
they were assessed, jointly as a partnership down to 
1949750. < — a. 

. In 1954 at the suggestion of the appellant company's account- 
ants the assessments for subsequent years were on the appellant 


|^ company. They were appealed, and were settled with the Inspec- 


tor under section 510 of the Income Tax Act 1952. 

Mr Kilham died in 1963, and it was discovered that.from 
1947 to 1953 he had operated a hidden bank account, which was 
first in his own name and later in his sons’ names. Additional 
assessments were made ori the appellant company for 1949- 5o to 
1955—56. The company appealed. 


‘It was contended for the company. inter. alia (3) that the ` 
assessments were invalid because the General. Commissioners . 


. had not considered whether the company could recover the 


. money in the concealed account from Mr Kilham’s, estate, 


(2) that the company had' not been güilty of any wilful default, 
(3) thatithe agreement fof assessment. on-four persons as above 
bourid the Revenue tó make the assessments now under.appeal 
on the same four persons, (4) that as. the appeal proceedings 


could lead to.the imposition of. penalties, à higher standard of . 


proof was.required than fór ordinary civil cases. 

It was contended for the Revenue that it was not necessary ' 
for the General Commissioners to consider (1) above; that the 
question at (2) above depended on whether the money in, ques- 
tion was the company's money or was not; and that there was 
evidence which showed .that'it was; that the agreement at (3) 
above related only to disclosed profits, and did not cover those 

which had been concealed; and that as to (4) above the standard 
of' proof required was that which was necessary in civil 
proceedings. 

The - General Commissioners decided 


in favour of the. 
Revenue. © 


Held: the company’s pil failed. + ' 
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- The Ugly Sisters 
ME — TRIGWELL, F.A 
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AX attempt to grapple with inflation must be preceded 
by a clear recognition of the real causes of the disease. 
The difficultv in achieving this clarity is that many of the 
symptoms are likely to be diagnosed as causes..For ex- 
ample, if the definition of inflation set out by the: Ac- 
` counting Standards Steering Committee in a discussion 
paper issued in 1971 is accepted, namely, that “Inflation 
. is the decline in the general purchasing power of money 
as the general price level cf goods and services rises', then 
it can be appreciated that anything which causes prices to 
. rise is likely to be called the root cause. The attribution 
Of blame for causing inflation is consequently fairly well. 
. dispersed, : 
_ The economists speak of ‘cost-push’ or ‘demand-pull 
variants of tke complaint. These expressions enable them 
to blame business organizations or the consumer. re- 
. spectively: The Government blames the unions; the - 
unions blame.the employers. The ‘employers have to 
catch the ball and decide what to do with it; for it is they 
who are providing the gcods and services whose aggre- 
gated prices form the. general price-level referred to in the 
ASSC definition. - 


4 


New dimension ; B 


| Recently: a new dimerision das been idded : -—. 'expeita- 
tions'..It has been discovered that if people expect in- 
flation, they are liable to want to discount its effects by, 
“for. example, asking for more money in the weekly wage 
packet. Other devices have cropped up and it is not 
unusual now to hear of pension arrangements being made 
“inflation-proof”. ' . 3 
The International Labour Office Recien fór December 
-1971 published an article on ‘Surprise Inflation’ and the 
authors commented quite seriously on the possibility of.. 
planning a dose of this particular medicine. Elsewhere, 
4n the Barclays Bank .Review, for example, they are not 
above suggesting that a little inflation is a good thing, 
or that some inflation is inseparable from growth. 
Finally, what seems to really clinch the matter is the 
.. knowledge that every country has got, or is having, a dose 
. óf inflation — disease or medicine. So it must be 4 good: 
thing, or if it is not, then zs Mr Peter Donaldson has said 
in his book Guide to the British Economy (Penguin, .1970), 
- "itis a necessary concomitant of the “good life”. In South . 
America life is so good, it appears, that money simply | 
will not hold its value at all. 
_ With great deference tc all the acknowledged experts 
 ,and authorities, however, I should like to suggest that 
inflation is basically a goveznment-generated phenomenon. 
“Tt is particularly so where government claims:to ‘manage 
the economy’. This is noz to say, as: Mr Enoch Powell 
does, that if government controls the EOS supply — 
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and by control he presumably means ‘limits’ — all will be. 
well. . 
The money stock (by definition M3) is et TM present 
time some 40 per cent of GNP. This means that it is 
turned over, in commercial terms, two and a half times in 
the year. Is this good or bad? The answer to this question 


depends upon whether it is possible to say at what level 


the stock of money should be at any point in time in 
relation to a given value of the gross national product. 
It is. reasonable surely to say that it should grow in step 
with any growth in GNP. If 40 per cent of GNP is about 
right, then this percentage can be used as a control para- 
meter for the money supply. - 

Unfortunately, and perhaps rather surprisingly, there 


is no generally accepted definition of what, constitutes 
- the supply of money. The Bank of England, in its Quarterly 
Bulletin, ‘Volume 12, No. » September 1972, explain tliat 


in their tables, : 


- ' "Various categories of bank deposits with institutions in the 
UK banking sector are grouped with notes and coin in 
circulation to produce two alternative definitiors for the stock 
of money. The first definition (M1) is a narrow one, consisting 
of notes and coin in circulation with the public plus sterling 
. current accounts held by the private sector orly. The other 
definition (M3) comprises notes and coin in circulation with. 
the public together with all deposits, whether denominated 
in sterling or other currencies held by UK residents in both 
the public and private sectors.” 


Which definition you accept desd on wieder you 
agree. or disagree with, Mr Henry. Meulen who has main- 
tained for years that the banks cannot and do not create 
money (The Individualist, February 1973). — 

So can we now ask- ourselves what it is that government. 
does, in its éfforts to manage the economy, which is 


deliberate, arbitrary, preventable and affects prices? The 


answer is, of course, that government increases and distorts 
prices in the market place by indirect taxation. 


Staggering 

Writing in 1961 in The New Whitehall Series, Sir oe 
Crombie (Her Majesty’s Customs and Excise). said that 
these duties comprised nearly half of the Exchequer income. 


' Well, we know today that this income is a staggering 


£20,000 million. The other half is direct taxation and 
thanks to PAYE, first introduced in 1944, most of this 
enormous sum is deducted at source froní pay — a further 
distortion of the equilibrium, continually sought by pay 
and prices in the market place., 

In 1861 Gladstone, Sir James tells us, referred to these 
two forms of revenue as two sisters, equally repulsive to 
many but to him attractive, each with an ample fortune, 
daughters of Necessity and Invention. ‘I am, therefore,’ he 
said, ‘as between direct and indirect taxation, , perfectly 
impartial. 

Mr Gladstone could’ not. have foreseen, of course, the 
acceleration in the rate of growth of these two ugly sisters, 


. following two world wars, so that today they are inflated 


beyond recognition. Could it be that here, in the 'rate of 
growth' of taxation as a whole, we have found the root 
cause of inflation? S 


^ ‘S 
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N olden, unsophisticated days good 
{wine needed no bush, but in these 
enlightened times of intense marketing 
even the best of wines' is considered to 
need push, if not bush. These days the 
best of products requires expert marketing 
or else it may temporarily lose sales to 
inferior products backed by better sales 
techniques. The good product will win 
in time, but time can prove expensive. 
That could be the background to the 
presentation of the first report and ac- 
counts of the Luis. Gordon Group since 


the company's shares were marketed. 


last October. Luis Gordon Group takes 
its name from the chairman and joint 
managing director, Mr Luis Gordon, 
and the name “Jose IL Domecq (Spanish) 


indicate to some the nature of the Luis 
Gordon business. 

The group's main business, 
accounts for about go per cent of sales, 
is the importing and. marketing of 
Domecq sherries. The company also 
holds the UK agency for Domecq's 
Carlos and Fundador brandies which, 
as the result of the British propensity 
for holidays in Spain, are becoming 
increasingly popular in the UK market. 

There have lately been the beginnings 
of moves into other wine agencies and 


into the broadening of.the Luis Gordon - 


Transport subsidiary, which is the wine- 
handling concern. 


Growing market 


In the UK the sherry mance is fast 
growing. Ten years ago the market was 
2:2 million cases, whereas now the 
figure is 4-9 million cases, which amounts 
to about 59 million bottles or just over 
one bottle per head .of the population. 
Luis Gordon Group has gained about a 


quarter of this market for Domecq 


sherries and in doing so has created names 


- such as ‘Double Century’, “Celebration 


Cream’, ‘La Ina’ and ‘Casino’. 

The Luis Gordon Group accounts are, 
understandably, a marketing style pub- 
lication. The first nine pages are quarter, 
half, three-quarter and full-size pages 
introducing the reader to group activities 
in terms of sherries, brandies, wines and 
other activities, with those headings 
reading straight. across the first page 
opening because of the graduated page size. 


which: 


“Highlights of the Year' is a brief 
and succinct statement which says: 


| ! 1973 1972 
Áooos ooos 
Turnover up by 34 per 
cent . : 5,052 3,774 
Profit before taxation up 
51 percent .. 551 363 
Earnings per share up 8-4p 5'4p 


Domecq sherry sales continued to rise. 
Fundador successfully relaunched. 


Sales were a.record and the £551,000 
profit figure stood against a prospectus 
forecast of £525,000. The share marketing 
last October opened the equity to the 
public, but at the accounting date Mr 
Luis Gordon and Mr Charles Gordon 
each held 907,285 ordinary shares. The 


in the list of directors will no doubt. other joint managing director, Mr David 


Palengat, held 204,855 shares, so that 
over two million shares are held in the 
boardroom. In addition, the Pedro 
Domecq group of companies holds a 
20 per cent stake in the equity. 


Diversification 


In reviewing ‘Other activities’ the report 
comments: 
the most visible aspect of our business. 
Success in selling them, however, relies 
on the -back-up services we provide 
such as marketing, transport and dis- 
tribution and bottling.” The company is 


responsible for handling Domecq sher-: 


ries and brandies from the ports near 
Jerez to the wholesale and retail outlets 
in the UK. Luis Gordon ‘Transport 


fulfils that role and also contracts out its - 


servicés to independent customers. 
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Mr Luis Cardon 


"Ihe products we sell are ` 
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Bottling requirements are carried out 
by Medway Bonding Company, another 
wholly owned company. Medway oper- 
ates a modern bottling plant and bonded 
warehouse at Maidstone, Kent. Control 
of stocks and the processing of orders 
are being computerized, which is con- 
sidered ‘essential in order to improve 
the speed and efficiency ot service 
customers require’. 

Diversification is being lA 


into areas closely related to the manage- 


ment and marketing experience built 
up in selling sherry. Luis Gordon 
Vintners has been formed to take the 
group into the fast-growing wine bar - 


‘market. There are at present three wine 


bars, all in Central London. 
In the past year the wines division 


- increased its sales by 16 per cent to 


Í341,000 and is now trading profitably. 
Last March the group obtained the UK 
agency to market Graham's ports, and 


‘in May the agency for Glayva Scotch 


Whisky Liqueur for England and Wales. 
Wine agencies held in the UK are Paul 
Bouchard et'Cie, Donatien Bahuaud and - 
Schroder & Schyler et Cie. 

Although wine sales rose 16 per cent, 
the sales total of £341,000 is less than 1 
per cent of the UK wine market. 


Rising costs 


Despite moves into other areas of the 
wine trade, the bulk of the group's 
business will continue to be with Domecq. 
Introduction of VAT, combined with 
the reduction in Excise duties, reduced 
tax and duty on sherries and some wines 
by a few pence but, inevitably, costs of 
producing sherry are increasing through- 
out the Jerez region and Pedro Domecq 
SA have raised their prices. Luis” 
Gordon's own costs are, with equal 
inevitability, also rising. Prices were 
increased from last June. 

Mr Luis Gordon is not prepared at 
this stage to make a definitive forecast 
of current year profits but there is clearly 
no lack of confidence in the company's 
ability to continue to increase Domecq's 
share of a still rising UK sherry market. 
A graph in the report shows that 
whereas since 1965 there has been a 
75 per cent rise in the UK sherry market 
from 5'6 million gallons to 9:8 million, 
there has been a 110 per cent rise in 
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- . Domecq UK sales from 1:12. million to 
_ ^ 2:36 million. That is the kind of achieve- 
/ ment that the group has to maintain. 
Even so, while in presentation and 
content in words and pictures the Luis 


, Gordon Group report and accounts. 
carry 'a definite marketing emphasis, it 
"4^ Es not an emphasis that is allowed to | 


overpower the more formal requirements 
` of shareholder reporting... — 


4 





- ‘Calling in Accountants ` 
e pum accountancy ' profession has been 


- condon & Midland Industrials following 
. * ^. the troubles experienced in the com- 
.panys H and V Contracts subsidiary 
: operating as heating, ventilating and air 
. conditioning. engineers, and insulation 


. £182,000. 


As recently reported in this column, 


, and as reported by the company at the 

» ame- of the preliminary announcement, 

. Thornton + Baker & Co investigated 

a .H and V, and the accountants’ manage- 
 ' ment consultancy. firm, Thornton and 
Baker, was also brought i in. In their full 


. report "Thornton Baker indicate the type, ` 


-< number and size of contracts that H and V 


:' , ought to”accept, the likely margins on. 


‘them and the acceptable level of over- 
3 heads. H and V, it 1s considered, should 


? 


v. this year ‘and is considered to have'a 
viable future if reorganized bn the lines 


indicated by ‘Thornton Baker. The main . 


| assumptions behind the estimate are 

|» | detailed in LMI’s report. 

. In mid-July Mr C. M. Beddow, 
"E.C.A, and Mr I. A. Horwood, F.C.A., 


| ACMA, , joined the London &. Midland: 


Industrials’ board, with Mr Beddow 


becoming deputy chairman and Mr 


, director. The. appointments, LMTI's 


l | chairman Mi Michael Bryceson com- 


-ments, are an indication of the strength- 
“ening at the centre which is being 


undertaken’. N 


“Textured Jersey. 


HERE is a nice economy. of words in 

the way. Mr Henry Knobil describes 

_to shareholders in Textured Jersey the 
extent of the change in synthetic fibre 
E conditions. Polyester .yarn prices are, 50 
l per cent higher than a year zgo and. “this 
.Situation "has arisen as a result of a 
number of factors but primarily i is due to 
the substantial price increases which 


i ^ . 
aot - . 


crisis 


called upon to no mean degree by ' 


contractors. H and V lost £1,210,000 in. 
. the year to last March against a profit of 
| £164,000, and. the group all told turned. 
| crom. à.profit of £1,355,000 to a loss of | 


.  . ,not incur losses of more tkan £75,000 | 


RM — joining the board on a part-time basis and ` 


Horwood joining as full-time financial’ 
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have taken place in wool and cotton with 
a resultant increase in demand for syn-' 
thetic fibres. In addition there is now a 
shortage of the raw materials necessary 


for the manufacture of synthetic fibres 


which, as by-products of the oil refining: 
are affected by the "energy , 
' not confined to the UK. Considerable 


process, 


ita 


Government legislation and an excess 


‘of knitting capacity in the industry has 
limited the jersey fabric manufacturers’ 


ability to offset raw material price increases. 


. But. Textured Jersey built up sales of 
Spuntéx fabrics (Spuntex being the 


company’s registered «trade mark) and 
developed new. products for home fur- 


 nishings and menswear. The result was 


increased sales volume, maintained sales 
value and maintained profit margins. 
Turnover was up from £3,359,546 to 
£3,532,855 and pre-tax profit from 
£353,906 to £443,402: .- 

Somehow, the’ obvious . efficiency in 
the company comes through in = annual 


report. 


James Scott's Loss | 
NE of fhe lessons thàt the current 
spate of inflation should press home. 


-is that business taken on tó contracting 


books during bad times, simply for the 
sake of taking business, invariably proves 


. bad' business. James Scott Enginzering 
Group turned from, a. pre-tax profit of 


£211,141 to a loss of £346,149 in the 


year to last January partly because of the 
. effect of rising costs on “certain con- 


tracts quoted «at. comparatively low 
margins during a period when work was 


- scarce.’ 


In the UK, however, the major part 
of the loss was due to lack of proper 


- management control. Loss-making units 
in heating and ventilating and electrical 


contracting have either been amalga- 
mated under competent management or 
are being closed down. Mr I. Sclar, the 
chairman, explains that although losses 
were taken for each of the units at the 


. half-year, the full extent of losses was not ' 


known and was not apparent to the board 
when interim .results were announced. 
It later became clear that further 
losses had been made or were to be in- 
curred. Every effort has been made, in 
some cases with the help of inde- 


pendent surveyors, to ascertain and pro- 
vide for losses 'to completion. 


Overseas Companies 
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board's view, supported by the absence 
of any qualification from the auditors, 
is that adequate allowance’ has been: 


- made for costs to completion on contracts 


known or likely to incur losses and most 


¿Of these will be completed this year. 


James Scott Engineering’s troubles weré 


losses were incurred by the French sub- 
sidiary, with strikes and management 
problems a major factor. Here again, Mr 
Sclar has to say that the. provision for 
losses made by the French management * 
at the half-year was inadequate but that 
“every ‘effort has been’ made in the 
accounts for the'year to piove for fore- 
seeable losses’. s 

It would seem, however that there i is a 
run over of low profit busiress'still to be 


worked off within the group. The effect 


of excessive inflation on costs and con- . 
sequently profits on contracts where 
margins were already narrow was a factor- 
in the past' year's poor performance and 
must be a continuing factor this year. 
Well into the second half of the current 
year the chairman, in his review with the 


` accounts, can only * be ‘hopeful that a 


return to profitability will- not’ be too 
_long delayed’. 

But at least shareholders can see clearly 
where ‘the losses arose and why, inci- 
dentally, the tax’ weight on the group is 
inordinately heavy. The figures at the 
foot of i page come from the directors’ . 
tepon : 


Calendar Accounting 


SIDE effect of British membership: 

of EEC is-that more and more 
companies may be changing to a 
December 31st accounting date. Recently 
the Myson domestic central heating, 
industrial and’ commercial heating and 
ventilating. group issued a 12-month 
statement as a pot-boiler because the 
accounting date is being. changed from 
June 30th to December 31st in view ‘of 
the company’s considerable advance into 
European activities. ' 

Similarly, Grifhths Bentley & Co is to 
change from March 31st to. December 
31st' because of a series of acquisitions on 
the Continent where calendar accounting 
is obligatory. It is to be hoped that 1oo 
per cent calendar accounting does not 
spread to the UK. If it does there may. 
have to be a queue system for audits. 
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1973 . 1972 1973 — 1972 
"Turnover E | 3,460,246 . T 606 ^ 20,464,568 18,949, 722 
Profit (Loss) before Taxation.. TESE 487,400 (412,682) (276,259) 
"Taxation NES (229,970) | (209,207) ` $49 ' (1,27 6) 
Profit (Loss) after Taxation” (163,437) n 287,193 | "idis 33) ! (277,53 5) 
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pue ie LUIS GORDON GROUP LIMITED ^. o: 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 


for the yen ended 31st January, 1973 © CN 


i 


Turnover : P 
Trading Profit 
investment and Other Income 
interest Payable 


Profit ier the year before Taxation’ 
Taxation 


'. Profit for-the year after Taxation | 


Profit transferred to Pre-Acquisition Reserves } 


1 - 


Minority Interest 


sain of the Offer 19r Sale of shares to the 


Public 


, Profit for the year attributable to 
the Members of Luis Gordon 
Group Limited 

Dividends Paid and Proposed 


Profit for the year retained 





-Exceptional items (net) not related to the year E 


trading _ 
Amount transferred to Reserves 


Esla per share E. 


1 





Notes , 1973 

£ 
2 5,052,208 
3 575,893 

u 21,571 
597,464 
5 46,354 . 
551,110 
“Br, 241,285 
- 309/825 
309,825 
-661 
2 309,164 
| 65,625 
v s 243,539 
7 150,675 
e 92,864 
8 9,872 
'9 `. £82,992 
10 7 84p. 





1972 . 
£ 


3,774,747 
- 390,886 





13,161 


404,047 
40,718 ` 


363,929 
153,980 


209,949, 


11,647 | 
198,302 
9 


198,293 


198,293 * 
105,000 


| 93,293. 
24,000 - 
_ £69,293 
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NOTES ON. P 


CONSOLIDATED, PROFIT AND LOSS ACCOUNT 


1. Accounting Policies. 


. (a) Basis of Consolidation —The amount by which the anaieri paid ariasi 
the values attributed to net tangible assets of subsidiaries has been written off. 


(b) Deprecistion—Nc depreciation is provided on freehold properties. ` 
All other assets are depreciated over their estimated useful lives. 


(c) Advertising—Advertising costs are charged to profit and loss account as inturfed; 


: with the exception of development costs in respect of continuing advertising 
'campaigns which are charged over the period of the campaign. 


(d) Stocks—Stocks of sherries, wines, spirits, bottling and publicity materials are 
valued at the lower of cost and net realisable value. 


(e) Deferred Tax— Provision is made for deferred tax arising from the excess of 
capital allowances, over corresponding depreciation, and against the potential 


corporation tax liability i in eee of thé surplus arising on the valuation of 


freehold property. 


2. Turnover represents the total amount receivable in respect of sales of sherry, 


wines and spirits excluding duty and in respect of bottling, and distribution 


services 'rendered to outside customers. 


3. Trading Profit is arrived at after taking into account: 


f 2 
^ ~ 


Depreciation 
4 
Auditors’ Remuneration 


Remuneration of Directors 


1973 


Chairman 

Other Directors 

Up to £2,500 

£2,601 to £5,000 
£15,001 to £17,500 . 
£20,001 to £25,000 


1 
i 


Pension Scheme Contribution 


Pensions-to former Directors 


, Directors Management ; 


As 
£ 
No., 
2 
1 
1o 
1 
5 7,000 
' — 7,000 
£7,000 


eed 
A 


1973 
£ 


| 57,119 . 





6,822 





£ 
22,214 


39,371 


` 9,970. 


^ 71,555 


- 12,900 
| £84,455 





1972 ' 


£ 


32,977 © 
5,262. 





Total _. 


£ f 


22,214: 


: 46,371 


9,970 


78,555 


12,900 


£91,455. 








Rounds of Diréctors As 
; 2 ME a Directors 
1972 ' gg Se M EP E. . 
Chairman E ow 
Other Directors No. 3 
Up to £2,500 1 
£2,501 to £5,000, : 1 
£15,001 to £17,500 5 1 
£20,001 to £25,000 1 
4 5,897 
Pension Scheme Contribution ~ , — 
ME 007 57 5,897 
. Pensions to former Directors E ~~ 
PE LEN |. £5,897. 


eee a a 
NR A 
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A invaatinent and.other income 


“Interest receivable 

. Income from Unquoted Investments 
Income from Short Term Investments 
Other Income 


1 


5. Interest Payable 


Interést i on Bank Overdrafts and ‘Loans repayable 
within 5 years 

Interest and Discount Charges on Bills of Exchange 
interest on Other Loans ` 


— 


~ 
ny 1 


6. Taxation applicable to the profits of the year 


Corporation Tax at 40% (1972-—-40%) 
Advance Corporation ‘Tax Irrecoverable . 
Adjustment in respect of previous year 
Deferred Taxation ' 


7. Dividends paid and proposed 


^ 





-Date `. . Issued Shares ama 
4 973 * 
. Proposed Final July 1973 :3, 675,000 shares — 77,175 
of 10p each. l ; 
Interim September 1 972 . 105,000 shares 73,500 
: i of £1 each. ^ ——— 
MEE 150,657 
1972 MS 
Final August 1972 105,000 shares 73,500 
of £1 each. ‘ 
Interim December 1971 105,000 shares 31,500 
rt j of £1 each. TEN 
Ex : 105,000 


8.: Exceptional Items not related to the year's trading 
. Surplus arising on Revaluation of Freehold Property | 
Adjustments in respect of previous years 


Goodwill written off 
pettement ot claim by a former director 


* 


Taxation applicable thereto 


1 


9, Amount transferred to Reserves 


In’ Luis Gordon Group Limited: 
In Subsidiary Companies . 


10. Earnings ‘Per Share 


The calculation of earnings per share is based on the profit for the year atributablo 
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" gs 
So 
tX 
Management Total. 

E. £' 

, 21,190 21,190 
37,848 43,745 
7,156 ' 7,156 | 

. 66,194 72,091 “Y, 
12,900 — 12,900. 

£179,094 £84,991 . - 
m. ^£ 
3,003 9,610 

40 80 

. B55 335 
17.973 3,136 
£21,571 ‘£13,161 ` 

= 1973 : 1972 

i £ E s 

' 44,967 22,781 ' 
1,387 15,360 . 

— 1,977 
£46,354 £40,118 
A A 
179,100 . 145,280 
. 5,513 be v 
, (3,328) 4,100 

60,000 4,600 
£241,285 £153,980 `- 
, {- ‘ 
Gross L 
Equivalent 

Rate per to present . 
Share issued 

i Capital 

2.1p net 3p E 

70p gross *'2p ‘ 

5p 

70p gross - 2p 

30p gross -0-85p ` 

288p ` ; 
£ 0 £ 

(35,000) = 

, 30,343 (4,500) 

eX 47,500 * 

9,872 43,000 
-— (19,000) 
£9,872 , £24,000 © 
26,394 52,112 
57,598 17,181 : 
£82,992 £69,293 
— ——- T 


to the members of the Company-—£309,164 (1 972—F1 98,293)—before charging 


ES 200 


q + 


- the expenses of the Offer for Sale, and on the issued ordinary share capital. of 


: \ 
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- T new London floor cf The Stock 
Exchange is still apparently in- 


capable of giving any other indication 


- of its daily turnover than the figure of 
-'bargains' ; recorded for 


archaic measurement of business has 
lately been providing evidence of 
wretchedly low trading levels. 
Bargains marked at less than 6,000 
in a day is a record of inactivity that 


^. will bring suggestions of “trouble” in 


its wake if it goes on too long. Slack 
trading, however, has not yet lasted 
long enough for much credence to be 
` placed in some of the most recent 
suggestions of cutbacks in staff and 
. top salaries. 

: Some of these reports are being 


- borrowed: fron New York where the "i 


two biggest security firms have lately 
subjected their top executives to salary 
cuts reported to be as sharp as 20 per 
cent. In London, rising costs have put 
much higher standing charges on 
^ jobbing and Eroking firms and it could 
be said that the 'trouble' line is higher 
than it used -o be when office costs 
were considerably lower. 


SCOPE 


` There is, hov/ever, scope within the 
leading broking firms for profitable 
operation removed from normal stock- 
broking commissions. As the senior 
‘partner of a substantial stcck-broking 
firm — or rathar chairman of a sub- 
stantial stock->roking company — said: 
‘our commission income is two-thirds 
down on last year but our money 
broking profits are good and our 
overall profit ts up.’ 


"Possibly that is why The Stock | 


.BanE of Eugene Minimum Lending Rate 


the. Stock | 
_ Exchange Official List. But even that 


|f the Government 





Exchange keeps quiet about the day- 
to-day level of business and only 
releases monthly statistics when the 
month has become history. 

Politicians in their recess are enjoy- 
ing themselves making pro- or anti- 
autumn Budget speeches, and some of 
the politicians are probably far more 


interested in making speeches and- 
. Scoring points than they are in the real 


matter at issue. 


POLICY 


is to continue 
with its policy of attempting to grow the 
economy out of inflation there will need 
to have been conspicuously more 
success for the policy by the autumn 
than there has been. until 
restriction measures to be avoided. 
It'is, of course, perfectly possible for 


“the Chancellor of the Exchequer to 


introduce wide-ranging economic 
measures in the autumn and com- 
pletely reverse his former policy and 
still swear thet he has not indulged 
in an Autumn Budget. 

Two calls for Special deposits and 
113 per cent Bank Rate have not made 
a Summer Budget but they may prove 


‘to have further slowed down an 
already flagging consumer boom. If. 


consumer demand continues to slow 
down, the Chancellor- might well 
be able to get 24 this autumn. 


RATES AND PRICES 


Closing prices, Monday, August 20th, 1973 _ 


t€ 


now for- 


? , 
^ ` 
c 


August 23rd, 1973 


with minor economic: adjustments: 
Much depends on whether soaring 


interest rates do eventually hold back 


demand or whether they prove nota 


| -brake on inflation but merely a symp- 


tom of it. After all, if thé economic 
policy is growth upon growth regard- 


less of payments consequences interest 


rates at present levels are more likely 


.to enforce inflation than they are to 


check it. What does the Chancellor 
do then — other than resign? 


RESPONSIBILITY 


The Halifax Building Society has 
become the first to reach and pass the 


* £3,000 million market in total assets. 


The Society's President, Mr lan 


. Maclean, comments: ‘This-huge figure 


is recognized here at Halifax as an 
emphatic measure of the way people 
trust the Society whether as investors 


.or as home buyers. It also illustrates 


our responsibility, made even greater 
by the dangers of an inflationary era, 
towards a very large membership for 
whom we hope to continue to provide 
a personal service of quality.' 

At the end of July the Halifax's total 


, assets stood at £3,008:86 million, an: 


increase of £218.02 million in six 
months. In: that period, .mortgage 
advances totalled :£314-51 million via 
mortgage repayments of £232-39 mil- 
lion and net investment inflow -of 
£145.61. million. 

Of the £314-5 million advanced, 
£298-9 million was on 48,500 new 
mortgages and £15-6 million on 17,000 


‘loans to existing borrowers. Liquid 


funds at £446:4 million at the end of 
last July amounted to 14-8 per cent 
of total assets. à 


Finance House Base Rate — August 1st, 1973. 9% 


Mdh 1973 zs Moo May 18, 1973 - +. 715 
April 13, 1 Ps A une 22, I 
April 4 oe = pe 84% Tane zo, 197 B b 59 P Retail Price Index (16.1.62 — 100) 179. 7 19.7.73 (from E 9) 
May 11, 1973 e 579 BH 7 July 27, 1973 48 
l | ' Treasury Bills ' F oreign Exchanges 
June is ^ .. .. £70268% July 20 £3:3772% New York 2:4785 Frankfurt 60050 
June 22 .. £69945% ` July 27 £10'8915% Montreal . 24885 Milan 1412'00 
June 29 .« £69586% Aug. 3 £10"7803% Amsterdam 66050 Oslo 13"7150 
July 6 .. £68587% Aug. 10 .. £10°9075% Brussels 02-5500 Paris 10'5700 
July 13 « £0 9462% Aug. 17 . £10°9252% Copenhagen 14'2350 Zürich - 7:3650 
l : Money Rates E 
.Day to dav .. 9l-1 14% Bank Bills | Gilt-edged 
~ days 10H-104% 2 months 124-13% A l 
, Fine Trade Bills - '4 months ' 124-1394  Consols 4 % : 35 Treasury 996 1994 E 84. 
E M sarro 4 months | 121-1394  Consols 24% 224 Treasury 84% 84-86 .. 843 
2 months... . 134-15% ^6 months 13 -14% Conversion 34% i 32 Treasury 84% 87-90 .. 7091 
3 months .. 1. 134-15% Conversion 5196 1974 964 Treasury 64% 1976 .. 90 +f 
Funding 34% 99-04 37. Treasury 34% 77-80 `.. 69% 
Three Months’ Rates , Funding 51% 78-80 75$ Treasury 35% 79-8x .. 67+ 
Local authority deposits l 12-13 Funding 53% 82-84 71i Treasury 5% 86-89  ... 59% 
Local authority bonds . 134-12 Funding 52% 87-91 63% Treasury 54% o8-12 .. soi 
i Sterling deposit certificates 13 —13Ẹ Funding 6% 1993 .. 604 Treasury 23% 22% 
Euro-sterling deposits e 16 —16% Funding 64% 85-87 72 Victory 496 964 
Euro-dollar deposits .. 4c IAE Savings 3% 65—75 907% War Loan 3% % 31$ 
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m VAT 





. with a Lombard North Central 


- VAT Deposit Account. 


' Now there's a deposit lema 


especially designed to help you make 


- + the most of VAT. With a Lombard 
=. 4 North Central VAT Deposit Account’. 


the money you set aside for Value ' 


Added Tax payment can earn 85% per ` 


annum. Calculated on the day- to- day 


«balance, this interest is paid or credited 


-half-yearly without deduction of 


, tax át source. So, collecting VAF can 


become profitable, 


- Wegive you a:paying-in book: so 
thatyou can deposit any amount you 
“like, daily, weekly or monthly ` 
through any of our 4 00 branch offices .. 


_ombard . 
North Central — 


Bankers > o> 






` 
y + 
r : dl 


-Fill in the coupon, or telephone the | 
‘Deposit Accounts Managerat ..- 


Eque M OM 


throughout the country —or through - 


any branch of any other bank. You can 


choose whichever suits you best. - 
A Lombard North Central VAT 


Deposit Account is most Convenient 


and.by keeping your VAT completely 


separate from the rest of your working - 
‘funds.it prevents any confusion. 


What's more, we can-help you even 
further by forwarding your VAT : 


payments direct tó H.M. Customs and 


Excise on your instructions. ` 


01-499 4111 for further details. now. 


y 
\ 


ya 


: 


. To: The Deposit Agcounts Marge. 

. Lombard North Central Limited, \: Rl 
Lombard House, Curzon Street, 

- London.W1A 1 EU, 


Please send me further details about 
“the VAT Rex Account. 


E Name 





A member of- ihe National Westminster 


ut y 
| I 
a -- 
O A 
, - 
, t ; 
4 t . 
^ - 
4 
, 
z 
1 

E ' . je 


' Bank Group 


Regd. ‘n England 337004. Roga. Omo: Lümbard House, 
Curzon Siret, London VIAE 


- 


1 


- 








`- 88/40 FEATHERSTONE STREET - 
LONDON EC1 


01-253 2977/8/9 and Telex 262687 . ^  - 
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Wed like to meet accountants - 
. with some time to: spare... 


M 


Reed Executive wish t to meet accountants, who: 
enjoy temporary work or are only M for shori 
term assignments. 

"We are the leading authority in tlie d 
récruiting for clients who need permanent fully: qualified 
accountants. 

As leaders in this field, we also have the best of the 
most interesting and rewarding temporary accountancy . 
assignments available in all parts ofthe U.K. - 


If you are an accountant who is.at present interested ` 


in part-time work or a company in search of an 
accountant for just a limited period, a phone call to any ` 

. one of our five regional offices situated throughout the 
count-y will put youin touch vn one of our — 
consultants... 


x 


-Each and every one of our consultants’ is a qualified | 


accountant with selection training and experience, and 
."thereore, better abl» than most to judge the quality of 
othér accountants and to understand fully n 


. requirements. 


-f you require g z temporary accountant, ‘Or you are an 
















LAW STATIONERS 
COMPANY PRINTERS | 
COMPANY AGENTS” > - . 


Dratt Memorandum. and Articles : 
supplied by return of post 


Company Seals‘and Books . 

. Notepéper, Bills, ete., printed ` ; 
Rubber Stamps ` 7 
All office requisites 


READY-MADE COMPANIES 


‘ 
r . 
" Os 
» - 


inclusive. 
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| accountant who's ew in temporary work, please: ` 
. giveusaring. 
. London: 146, New Bond Ses: London Wry oTU.. 
Telephone: 01-629 4451. - | 


Birmingham: 1 8th Floor, The! Rondo Birmingham — 


"^ Telephone: 021 643 7226. 


Manchester: 15, Piccadilly, Manchester MI ILT. 


. Telephone: o61 832 6631. ANE 


Leeds: Yorkshire House, ] East Parade, Leeds LSr SUA. 
Telephone: 0532 31845. AE 


Edinburgh: 12, Leith Walk, > Edinburgh 6.- 


zi AOIephobs. 031 $54. 0724. 
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The leading authority on the selection of financial management. 
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The YWCA helps - 
young people . - 
everywhere | * 


In a world of shifting values « same things are worth. 
preserving. " E 
The ‘Y's’ tradition ote Service ta: the young, for KENEN 
| The YWCA houses 6,500 girls, young. women — and young. 
men. New building will provide another 300 places. ‘But: 
there are thousands more Een this needing a decent ps 
in which to live: E 
YWCA Clubs offer the young redsonably- NN — and ' 


enjoyable.— accommodation, and a place to.go to find new 


| interests. For young girls, our Further Education Courses . 
help during the first difficult : years af work. But. above all, - 

` the YWCA gives the young a chance to serve others.~ - 
Our field workers are active in new communities, in | - 


dilapidated areas, amongst young people everywhere. Last 2 
' year we helped over 13,000 young bewildered travellers — - 


atriving at London railway stations. EN v 


Please give, and please give today: to help carry on 


and: increase our vital social work. 


YWCA of Great Britain 


National Offices, Hampden House, 2 Weymouth Street. 
London W1 N, AAX. S UREPIIORÓ 01—636 3722 1 


August 23rd, 1973 
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LETTERS TO THE EDITOR 


Inflation Adjustments 


Sir, — I note and agree with Professor Edey (August gth issue) 
when he says that two problems are being confused, but I am 
not certain that to deal with only one because of time required 
is necessarily the right answer, or whether the layman will 
understand our purpose. 

My own view is that the time is ripe for a fundamental 
review of practice. I see merit in cash flow accounting, if only 
because it challenges us to consider the validity of much which 
is accepted without thought. My own preference is in fact a 
combination of this method with ‘valuation accounting’ which I 
have propounded for many years as more valid than what we 
call ‘true and fair’ of balance sheets which are neither. I have 
written to this end in published articles but with little reaction 
until Arthur Andersen & Co published their own suggestions 
for value judgments on economic worth. 

Of course these matters will affect countries other than our 
own, and could influence the pattern of EEC directives. They 
could obviate the bias Mr Clayton sees at present. 

This surely makes them more urgent, not less. 


Yours faithfully, 


London EC4. ROBIN WALDRON, F.C.A., F.C.C.A. 


Cumbersome VAT 


Sir, — May I please comment on your correspondent D. A. 
Trigwell’s reply (August 9th issue) to my letter on the subject 
of VAT. He pats me in the first paragraph and slaps me in 
the second, but in mitigation I would merely point out that 
I was concerned with VAT as it is. 

In suggesting a turnover tax I was putting forward another 
and, I think, simpler and infinitely less costly and cumbersome 
method of arriving at a similar result. | 

After all, the Government is pledged to simplify taxation; 
but it seems not yet to have discovered that, in finding the 
number of sheep, it is easier to count the eyes and divide by 
two than to count the legs and divide by four. 


Yours faithfully, 


London N14. RICHARD S. TUTTON, r.c.r.s. 


Professional Unity 


Sir, — I read with interest Mr Jack Clayton's letter (August 16th 
issue) advocating the formation of a single control body (based 
on the English Institute) ‘responsible for the education, train- 
ing, discipline and leadership of all UK accountants'. The 
italics are mine. 

Mr Clayton may have seen from an earlier issue of yourjournal 
that a scheme for the merger of The Institute of Company 
Accountants, The Society of Commercial Accountants and the 
Cost Accountants' Association is being negotiated [The Account- 
ant, April roth], and these talks have now reached an advanced 
stage. The proposed new body would have qualified and student 
memberships of 9,500 and 5,000 respectively. 

The following paragraphs are extracted from the scheme 
mentioned above: 


“The Institute, the Society and the Association have many 
interests in common, but above all their concern is with the 
training and qualification of the accountant employed in 
industry and commerce, whose needs are essentially different 
from those of the accountant engaged in public practice. 
These needs are different in kind rather than in degree, to 
such an extent that no one institution can adequately serve 
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them both; industrial accounting and public accounting 
constitute two different professions. 

‘The three bodies also share the view that any attempt to 
restrict entry to the profession by an artificial raising of entry 
standards is to be deplored, as it would deprive industry of 
many highly competent accountants; there is no direct re- 
lationship between academic ability and professional expertise. 
They are firmly of the opinion that training for industry should 
take place im industry, and that the qualifying examinations 
should be primarily a test of practical skill and competence, 
though based upon an awareness of fundamental principles.’ 


Mr Clayton’s proposal is a ruse to control the minds, rather 
than the bodies, of accountants who choose to sail in un- 
chartered waters. His English Institute’s new child would be 
born to be king; but who-apart from the Institute's own 
members — would accept this new ruler? 


Yours faithfully, 


EDWIN J. OLDLAND, 


Bristol. ` A.COMM.A., A.T.I.I. 


PREPARING FOR METRICATION 


IMetric Progress 


UBSTANTIAL progress in the adoption of metric units 
S. various industries was claimed by Sir Geoffrey Howe, 
Q.C., M.P., Minister for Trade and Consumer Affairs, in the 
course of a Parliamentary adjournment just before the summer 
recess. Fewer than 20 per cent of firms engaged in engineering 
production, the Minister said, were still working entirely in 
imperial units; the construction industry's changeover pro- 
gramme was well on the way to completion; the changeover 
to metric tariffs for overseas freight was substantially completed, 
and the changeover of inland freight was well under way. 

The EEC directive on units of measurement naturally took 
the use of metric units for granted, and the UK had undertaken 
not to discriminate against the use of metric units after late 
1976. By the terms of Britain's accession, however, imperial 
units could be retained until the end of 1979, and beyond that 
date bv further agreement. 

Permissive authority for the use of metric units in trade, 
equally with imperial units, already exists in the Weights and 
Measures (Metric System) Act 1897 and the Weights and 
Measures Act 1963. Certain statutes, however, prescribe 
imperial units for specific purposes, and the Government has 
declared its readiness to discuss the necessary changes with 
representatives of the industries affected. 


Mietrication Films 


SERIES of four 16 mm colour films under the general 

title of ‘Going Metric in Industry’ has been produced for 
the Metrication Board. The first of these shows how five 
various-sized companies, ranging from suppliers of materials 
and components to manufacturers of assembled products, 
tackled their own conversion to metric units. The other three 
are concerned with the problems of particular industries — 
electric cables, textile machinery and packing cases. 

The films are available from the Central Film Library, 
Government Building, Bromyard Avenue, London W3 7JB; 
also in Scotland from the Scottish Central Film Library, 16-17 
Woodside Terrace, Glasgow G3 7XN, and in Wales from the 
Central Film Library of Wales, 42 Park Place, Cardiff CF1 3PY. 
Nos 1 and 2 run for 17 minutes each, and Nos 3 and 4 for 12 
minutes each. 
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The Place of Exception 


Reporting 


MS readers are undoubtedly 
familiar with the theory of ‘man- 
agement by exception'. It is no longer 
new and is in use by a number of or- 
ganizations with varying degrees of 
success. 

For some years now managements 
have been complaining of too much 
information rather than too little. The 
culprit is the computer. Even a small 
data processing system based on one of 
the larger office computers is capable of 
pouring out more information than man- 
agement can possibly use. 

For example, a sales report analysed 
over five or six headings can easily run 
to over 100 pages of printout, not far 
short of the length of an average paper- 
back. Who in the midst of their day-to- 
day work has time to study reports of 
this length? The accountant can no 
doubt run his eye over pages of figures 
and quickly pick out those which are of 
particular significance. But most of his 
colleagues in other departments have not 
had a comparable training. Further, they 
are interested in figures only as a guide — 
a yardstick which tells them which of 
their primary activities they must con- 
centrate on next. 


Selectivity 


For instance, the marketing manager 
Is interested in a sales analysis from the 
point of view of which product line, 
territory or type of outlet he must 
devote his attention to next to improve 
his overall performance. Once he has 
made this decision his main task is 
devising ways and means of achieving 
his objective. Subsequent reports tell 
him if he is achieving this but they do 
not usually help him to do so. 

The purchasing manager is interested 
in stock levels so that he can decide 
which stocks need replenishing. His 
main task is to locate a source from which 
he can do this economically and reliably. 
And so on right round the management 
team. 

It is because of this difference in 
emphasis that exception reporting is 
particularly suitable where the report is 
to be used outside the accounting en- 
vironment. By asking the question “Who 


is going to act on this report?” you have 
a very good guide as to whether an 
exception report will be adequate. 

We now come to the other side of the 
coin; i.e. the production of management 
reports as a by-product of accounting 
routines. A report printed out in full 
can tie up a small computer for two to 
three hours, sometimes longer if it is 
printed out on-line. This costs money. 
Although it is impossible to generalize, 
the thing to bear in mind is that we are 
talking about hours rather than minutes, 
at a minimum cost of around £30 an 
hour or thereabouts. 


Relative cost 


When deciding what to print out in an 
exception report the machine is working 
at electronic speeds, when actually 
printing at mechanical speeds. The ratio 
can be anything from roughly 10:1 to 
100:1 in favour of electronics. Conse- 
quently it is much cheaper to produce an 
exception report than a full analysis. 

An exception report may not be ideal 
but it does throw up the main deviations 
from normal which need prompt man- 
agement attention. 

Any accountant anxious to keep over- 
heads to a reasonable level should investi- 
gate the relative cost of producing 
exception reports and full reports. 
Further, his colleagues in other depart- 
ments will find that exception reports 
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Model 40 terminal system of Data Dynamics. 
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are easier to handle and study. Why 
waste your time running through columns 
of figures to find the exception when 
you can get the machine to do it for you? 


Low-cost VDU 


A NEW display terminal, the Model 1000, 
has been introduced by Hazeltine. With 
a 960 character display screen, full 


Hazeltine 
1000 





Hazeltine 1000 VDU terminal. 


alpha-numeric keyboard, and communi- 
cation capability up to 9,600 bps with 
appropriate line interface, the equipment 
costs {£26 monthly rental, including 
maintenance on a 24-month contract. 
Designed for basic input/output ap- 
plications, optional extras include upper/ 
lower case display, answer back and an 
auxiliary output for interfacing units 
such as printers or cassette recorders. 
Hazeltine Ltd, Terminal House, 14 
Petersham Road, Richmond, Surrey. 


New Terminal System 


DATA DYNAMICS recently announced the 
Model 4o system. Of modular con- 
struction, the basic system comprises a 
VDU, keyboard and printer, complete 
with controller logic. Eventually it will 
be possible to use the equipment either 
on-line or off-line, i.e., it can be equipped 
with a mini-computer to convert it to a 
terminal. 

In the meantime the equipment allows 
for data entry in conversational mode, 
using the VDU, plus printout of the 
corrected data as entered. Modularity 
allows any combination of these facilities 
to be selected, e.g. printout only on an 
output terminal or straight interrogation 
via the VDU and keyboard without 
printout. 

The equipment, which will be available 
early next year, will cost from £2,000 to 
£4,000 per terminal — considerably less 
than comparable equipment. 

Data Dynamics Ltd, Data House, 
Springfield Road, Hayes, Middlesex. 
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Bureau Handles Payroll 
and Ledgers 


PAYROLL for 8,000 weekly paid workers 
at two BSR factories, together with sales 
and purchase ledgers, are being handled 
by Midlands Computing Centre. Data 
volume involved in an average month 
includes 8,000 sales invoice lines, re- 
quiring 12,000 transmitted items, while 
the purchase ledger takes approximately 
13,500 invoice lines and 1,000 cheque 
payments. Various management reports 
are produced. 

Advantages claimed for bureau ac- 
counting are the provision of a flexible 
integrated accounting system without 
capital cost or the additional overheads 
involved in expanding an accounts 
department; turnround, they say, can 
be guaranteed and the system is immune 
to the accidents which can affect con- 
ventional data transmission. 

Midlands Computing Centre Ltd, 
Lichfield House, Smallbrook, Queens- 
way, Birmingham 5. 


Off-line Data 
Communication 


DUE for completion this month, Allen and 
Hanbury will have an EDP link between 
their Bethnal Green administration offices 
and manufacturing plant at Ware. 

A four-station CMCs5 at Ware will be 
linked with the six-station CMC5 at 
Bethnal Green via a CMC Data Com- 
municator. This will reduce the current 
four-day time lag in stock recording and 
work in progress to under 24 hours. Cost 
of the system is £59,000. 

Computer Machinery Co, Maxted 
Close, Hemel Hempstead, Hertfordshire. 


Real-time Network 
Completed 


THE Manchester and District ‘Trustee 
Savings Banks consortium’s computer 
network was completed recently when 
Derby TSB’s Normanton Road Branch 
was linked into the network. 

There are 410 Olivetti terminals in the 
network linked to the consortium’s 
ICL 4/70 in Manchester working in a 
real-time environment. Eventually, when 
similar networks are completed, the 
overall system will incorporate 1,500 
terminals and five 4/70 and 4/72 com- 
puters. It will then be one of the largest 
real-time operations in the world. 

International Computers Ltd, ICL 
House, Putney, London SW15 15W. 


Programming System for 
Philips 350 Series 
PHILIPS ELECTROLOGICA have announced 


details of a low-cost programming system 
which offers a full set of accounting ap- 
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Equipment used at the Birmingham base of Midlands Computing Centre to handle accounting 


and payroll data for BSR Ltd. 


plications from invoicing to trial balance. 
The price quoted is £600 for the first 
application and £300 for each subsequent 
application. An average suite consisting 
of sales invoicing, sales ledger, stock 
records and purchase and nominal ledgers 
will cost in the region of £1,500. 

The technique, known as “Generated 
System’, is geared to the P354 with 600- 
word memory and magnetic stripe ledger 
cards costing £7,975. Hence, it is claimed, 
a customer can have a complete installa- 
tion with programming for under £10,oco. 

This development is of primary interest 
to the smaller business installing a 
visible record computer for the first time. 

Philips Electrologica Ltd, 7 Lygon 
Place, London SWi. 


An Olivetti computer terminal in the. Man- 
chester and District TSB computer network. 
The terminals are linked to an ICL System 
4—70 computer. 





DATA DEVELOPMENTS 


THE Comecon Bank, Moscow, has ordered 
a Datasaab DS/30 to be used in an 
inquiry terminal system by the Moscow 
bank's foreign exchange department. 
Transactions in 1972 amounted to 42 
billion roubles. 


* * * * 


THORN INDUSTRIES have concluded an 
arrangement with Industrial Macchine 
Elettroniche IME S.p.A. giving them 
sole UK marketing rights for the IME 
range of desk and visible record comput- 
ers. Rentals could be as low as £32 to 
[40 a week while full software support 
is promised. 

'Thorn Business Computers, Seymour 
Mews House, Wigmore Street, London 
Wi. 


* * * * 


AN article in Baric Outlook claims that in 
stock control a computer system can 
handle 5,000 movements a week on 8,000 
items, including management and finan- 
cial reporting, at a cost of around £4,000 
a year. 
* * * * 

sPEEDS of up to 30,000 keystrokes an 
hour, including ganged items, are being 
achieved with MDS 11:00 series data 
recorders at W. H. Smith's accounting 
and computer services department. This 
is very considerably above the national 
average. Since data conversion can 
account for up to 4o per cent of overall 
data processing costs, performance in 
this department is worthy of investi- 
gation by any cost conscious accountant. 

MDS Data Processing Ltd, 5o Vaux- 
hall Bridge Road, London SW1. 
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Why Make a Will? 


by VERA DI PALMA, F.C.C.A., F.T.I.l. 


Students carefully learn about the requirements of a valid will, but 
often give little thought to why a will should be made at all. It 
tends to be overlooked that even if it is considered that the laws cf 
intestacy adequately cater for close relatives, there remain good 


reasons why a will should be made. 


E is not surprising how many of us 
resist making a will, and one common 
excuse for avoiding it is that the in- 
dividual is too young to have to worry — 
conveniently forgetting that death has 
no respect for age. 

Another excuse is that the individual 
has so little to leave it would not be 
worth the trouble. This overlooks the 
fact that a person may only have a 
few hundred pounds, but the circum- 
stances can be such that, unless a will is 
made, it will go to the Crown instead 
of a more needy cause. 

The most common excuse for not 
making a will is that the laws of intestacy 
adequately meet the wishes of the in- 
dividual. Students will recall that under 
the Family Provision (Intestate Suc- 
cession) Order, 1972, the legacy for the 
surviving spouse was increased from 
£8,750 to £15,000 where there is issue, 
and from £30,000 to £40,000 in other 
cases. These increases took effect on 
July ist, 1972. But even where these 
rules are considered acceptable, thought 
should be given to a number of ad- 
vantages that can emerge from making 
a will. 


Taking account of inflation 


One problem of relying upon the in- 
testacy rules is that they are seldom 
amended to take inflation into account. 
A widow who receives the personal 
effects, £15,000 and a life interest in 
one-half of the residue may find that the 
income gives her a reasonable standard 
of living at the present time. But if she 
survives for a long time she may find 
herself considerably embarrassed by a 
fall in the value of money. Additionally, 
there are restrictions on what sort of 
investments can be made within the 
trust. These problems can be removed 
by making a will. 

An important point to be considered 
is, Who is going to administer the estate? 
Under the rules of intestacy the nearest 
relatives are the ones primarily entitled 
to take on this task. However, there 
may be many reasons for preferring 


someone else to administer the estate 
and this can only be arranged through a 
will. In it an executor can be told of any 
special wishes of the testator, for example 
whether his or her body is to be buried 
or cremated, and whether the body may 
be used for medical purposes. Wishes 
such as these can, of course, be expressed 
verbally during one's lifetime, but there 
is a natural unwillingness to do so and 
there is no certainty that they will be 
executed. 


Statutory trust restrictions 


A husband and wife must always con- 
sider the possibility of being killed 
together in an accident and leaving 
young children behind. If the couple 
die intestate the property of both of 
them will be held on statutory trusts 
until the children reach the age of 18 

The problem here is that there are 
restrictions on the kind of investments 
that can be held by this type of trust. 
The result can be a lower annual income 
than might otherwise be possible. If a 
trust is created through a will the testator 
can dictate, if he wants, the type of 
investments the trustees are empowered 
to hold. Additionally, of course, he can 
select his trustees and give them more 
flexibility than they would otherwise 
have. 

A will can over-ride the general rules 
concerning payment of duty. Certain 
assets carry with them their own estate 
duty burden with the result that the 
beneficiary is liable for the duty. If the 
donor would prefer the residue of his 
estate to meet the duty rather than the 
beneficiary he can make express pro- 
vision in his will. 

Where an estate is large enough to 
attract estate duty an important ad- 
vantage of a will is that a certain amount 
of planning can be incorporated into it. 
Although no ¿mmediate reduction of 
estate duty is possible this way, a future 
double burden of duty can be avoided 
in certain cases. 

I mentioned that a husband and wife 
must always consider the possibility of 
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being killed together in an accident. 
Where they have left property to each 
other, but die at the same point in time, 
there is no double estate duty burden. 
However, if there is a time gap between 
the two deaths then, no matter how 
short a time it is, estate duty will be 
payable twice over. 

Quick succession relief will reduce the 
problem but it is clearly better to ensure 
if possible that this situation does not 
arise. This is done by providing that the 
surviving spouse is to receive the legacy 
or residuary estate only if he or she 
survives the other spouse by at least 
30 days. This period is generally con- 
sidered to be adequate but any other 
number of days can be substituted. 


Exemption rules 


Another way to plan for estate duty 
through a will is for husband and wife 
to take advantage of the surviving 
spouse exemption rules. If property is 
settled by one spouse on the other then 
provided the latter spouse is given only a 
life interest in the property and is not 
competent to dispose of the capital, 
estate duty will be payable once only, 
on the death of the first spouse, and not 
again on the death of the second. 

These are some of the more important 
reasons why a person should make a 
will rather than leave matters to the 
routine of the law. It is by no means a 
complete list and the student will find 
it a useful and possibly stimulating 
exercise to discover the other reasons for 
him or herself. 





SHEFFIELD DAY COURSES 


The next in the series of highly successful 
whole-day courses organized by Sheffield 
CASS takes place on September r4th at 
the Sheffield University Arts Tower when 
Mr R. C. Ind, B.A., F.c.a., will lead a 
course — open to members at all levels of 
study — on the 1973 Finance Act. 

On September 21st, at Sheffield Poly- 
technic, there is to be a course on aspects 
of hire-purchase and branch accounts for 
Intermediate students. The speaker will 
be Mr J. D. Hewitson, a.c.a. For Final 
Part II members, a one-day course has 
been provisionally booked at the same 
venue on September 28th when Mr J. A. 
Cooper, B.SC.(ECON.), F.C.A., will speak 
on EDS - Accounting for Inflation, and 
EDr11 - Deferred Taxation. 

All these courses will commence at 
9.15 a.m. and the fee for each is sop. Full 
particulars are available from Mr Noble 
Hanlon, A.C.A., Secretary, Joint Tuition 
Committee, Sheffield and District Society 
of Chartered Accountants, 22 Norfolk 
Row, Sheffield S1 2PA. 
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ACASSI'S NEW OFFICERS 


Tue National Executive of ACASSI, the 
Association of Chartered Accountant 
Students' Societies in Ireland, has elected 
the following officers for 1973-74: 


Chairman: Robin McFall, Dublin. 


Joint secretaries: Tom McAndrew, Dublin, 
and Seamus Boyle, Belfast. 


Treasurer: Michael Murphy, Limerick. 


All four were members of the 1972-73 
National Executive Committee and have 


Robin McFall 
been actively involved in student affairs 
for many years. Robin McFall has been 
one of the ACASSI observers at the last 
two ACASS Councils, while Seamus 
Boyle and Tom McAndrew both attended 
the last one at Warwick University. 

Many of the problems faced by 
ACASSI in relation to student affairs 
are similar to those confronting ACASS, 
with the result that a close watch is kept 
on the progress being made by the larger 
association in the hope that, as ACASSI 
says, this will prove beneficial to Irish 
students “without, perhaps, falling into 
any pitfalls which might come to light 
as a result of this progress”. 


FOUR-DAY COURSE AT LEEDS 


FOLLOWING the success of similar non- 
residential courses run in previous years, 
the Leeds CASS are welcoming back Mr 
John Anderson, B.A., F.C.A., and tutors 
from Caer Rhun Hall who will again 
conduct this year's course. 

To be held from September 11th-14th 
atthe University of Leeds, lecture theatres 
6 and 7 (Level 8), New Lecture Theatre 
Block, the course is designed for Final 
Part I and II students. 

Topics covered will include: Part I: 
company law and accounts, Schedule D 
income tax, and executorship and estate 
duty. For Part II students, subjects will 
include consolidated accounts, and man- 
agement accounts — including costing and 
discounted cash flow. 

On the morning of the second day of 





D. 5 x Ti 
^ L " C ^ ws 
f n P ee ed IM M t : i 
4 a M XA ITO E 15. h ya "TT A8. "NN M 
| x x A dni ; $ vA 
H y 4 i 3.4 ACER j ! ri La E oe - pe, 
ay i 


the course, Mr Douglas Llambias, A.C.A., 
a specialist in the field of accountancy 
recruitment, will speak on career pros- 
pects and salary levels in accountancy, 
and on the subject of post-qualifying 
experience. 

The course fee is £8, payable to Leeds 
CASS, and should be sent to Robert 
Beattie, c/o Messrs Victor Walton, 
Croudson & Co, Yorkshire House, East 
Parade, Leeds LS1 5S5J. A stamped 
addressed envelope should be included 
with applications so that the course 
organizer can confirm whether a place 
has been allotted. The closing date for 
enrolment is August 3oth. 


SPORT AT LIVERPOOL 


THE annual tennis, cricket and golf 
matches of the Liverpool Students 
Association were held recently. In the 
tennis tournament, members this year 
competed for the Paskell Cup which was 
presented to the Association by Roger 
Paskell, a former chairman of the sports 
sub-committee. The cup was won by 
Richard Wallace-Jones, and David Heeley 
was the runner-up. In a play-off among 
those eliminated in the first round, 
Harold Webster was awarded the ‘Plate’. 
In the Ladies event, Anne Cook was the 
winner and Janet Frazer runner-up. 

The two events were held at Neston 
Cricket Club and were followed in the 
evening by a disco. 

The cricket match against the law 
students was also held at Neston Cricket 
Club, and resulted in a win for the law 


students. 


The golf match against the law students 
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played at Wallasey Golf Club took the 
form of two four-ball matches, which 
resulted in one game drawn and one game 
lost 6 and 5. 


CONVERSION COURSES 
FOR GRADUATES 


GRADUATES of universities in the British 


Isles and of the Council for National — 


Academic Awards are not obliged to 
attend an ICA foundation course, which is 
compulsory for all non-graduate entrants 
from August rst, 1973. They are, how- 
ever, required to take the Foundation 
examination or to take an examination 
recognized by The Institute of Char- 
tered Accountants in England and Wales 
as giving exemption therefrom. 

The following organizations have sub- 
mitted courses which have received 
approval from the Institute: 

Accountancy Tuition Centre (with J. D. 

Hewitson & Co) 

Chart Tutors Ltd 

City of Birmingham Polytechnic 

City of London Polytechnic 

Financial Training Co Ltd 

H. Foulks Lynch/Andersons 

Liverpool Polytechnic 

London School of Accountancy 

North East London Polytechnic 

Polytechnic of the South Bank 


Graduates are advised in the first 
instance to make inquiries from their 
firm as to any arrangements which may 
have been made between the firm and 
any particular institution. Otherwise 
they may make a direct approach to any 
institution of their choice. 





Scottish CA Students’ 
National Body 


FOLLOWING the abortive attempts on the 
part of ACASS to interest the Scottish 
Chartered Accountant Students' Societies 
in joining a national UK students’ 
organization, we now learn that the five 
Scottish students' societies — Aberdeen, 
Dundee, Edinburgh, Fife and Glasgow — 
have agreed to set up a national Scottish 
body to be called The CA Students' 
Liaison Committee. 

Writing in the August issue of The 
Accountant's Magazine, Mr James Clark, 
B.SC., the Secretary of the new committee, 
states: 

“There are challenging times ahead. 
The way forward will not be easy but it 
must be hoped that the obstacles ahead 
may be met in a spirit of co-operation 
between students and members, and there 
is no reason at the moment to think other- 


wise although the relationships between 
the English Institute and the students are 
characterized by confrontation rather than 
co-operation. 

“Of course, the whole English set-up 
is different from ours, the main 
factors being size and the fact that 
our Institute, unlike the English, is a 
training Institute. However, we must 
view their predicament with some con- 
cern and hope we can learn from their 
mistakes.” 

The objects of the committee are to 
act as a forum for discussion of matters 
of concern to individual CA students and 
to liaise with The Institute of Chartered 
Accountants of Scotland. Each of the 
five member societies will be able to send 
two representatives to meetings of the 
committee. 
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PROFESSIONAL NOTICES 


SPICER AND PEGLER and ROBERT 
BENNETT & PARTNERS, Bristol, announce 
the formation with effect from September 
Ist, 1973, Of a joint firm with the name, 
SPICER AND PEGLER, BENNETT & PARTNERS. 
Both founder firms will continue to 
practise independently under their exist- 
ing styles and from their present 
addresses. 


APPOINTMENTS 


— Mr S. O. Asiedu, a.c.c.a. has been 
appointed senior accountant to the Tema 
Food Complex Corporation, Ghana. 

Mr P. Barnard, a.c.c.a., has been 
appointed assistant accountant, Mann 
Egerton & Co. 


Mr J. B. Day, A.c.m.a., has joined 
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Typographical Designers and of FMT 
Editorial and Writing Services. 

Mr R. Cooper, A.c.c.a., has been 


appointed management accountant, Wat- 
ney Mann (North). 


Mr Richard Hartley, A.C.A., formerly 
with Peat Marwick Mitchell, has been 
appointed senior consultant of the Bir- 
mingham branch of Barton Management 
Appointments. 

Mr I. Walton, A.c.c.A., A.C.LS., has 
joined the board of Tudor Food Products. 
Mr Walton, who is company secretary, 
has been with the group for r1 years. 





Ex. 


Mr 1. Walton Mr G. Weaver 


Mr Geoffrey Weaver, A.C.^., has been 
appointed group finance controller of 
Charcon, the construction industry sub- 
sidiary of Charterhouse. 


Mr R. S. Holden, A.C.C.A., A.C.I.I., has 
been appointed assistant secretary and 
accountant of Medical Sickness Annuity 
and Life Assurance Society and Perma- 
nent Insurance Co. 


Mr R. E. Hughes, F.I.M.T.A., D.P.A., 


previously treasurer, Stevenage UDC, - 


has been appointed chief executive officer 
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information on many aspects of the tax in 
the industry. 

It deals, for example, with the situa- 
tion where a property developer commis- 
sions the construction of a building and 
subsequently sells the freehold or grants 
a long lease of the building. It also 
explains the position where a builder or 
developer substantially reconstructs a 
building which he owns and then sells 
or grants a long lease of the reconstructed 
building. 

A new Notice No. 715 (Construction 
Industry: Alterations and repairs and 
maintenance) complementary to Notice 
No. 708, explains the distinction between 
the construction and alteration of a build- 
ing (zero-rated) and repairs and mainten- 
ance, including replacements (taxable at 
the standard rate). A considerable number 
of examples of each type of work is given. 

Both notices are being sent to all VAT 
registered traders known to be con- 
cerned. Copies may also be obtained 
from local VAT offices. 


NEW SOCIAL SECURITY 
SCHEME 


Contributions Regulations 


Regulations which set out most of the 
provisions on contribution matters under 
the new scheme of social security pro- 
vided by the Social Security Act 1973 
(which became law on July 18th, 1973) 
have now been published as SI (1973) 
Nos. 1264 and 1376. 

The regulations will come into opera- 
tion on April 6th, 1975, but they have 
been made now for the benefit of em- 
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Assurance Society and Permanent In- 
surance Co. 

Mr Keith Martin, A.C.A., has been 
appointed financial director of Granada 
Publishing. He was previously chief 


1974. Briefly, the regulations deal with 
the following matters: 


(1) the assessment of earnings-related 
contributions; 


(ii) exception from class 2  (self- 
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Mr M. V. S. Jilani 


Mr J. B. Day 

Mr M. W. S. Jilani, A.c.a., has been 
appointed secretary of Lyons & Lyons, 
in addition to his present duties as 
financial controller. 

Mr P. D. Brown, A.C.C.A., has become 
secretary of Charles Early (Witney). 

Mr H. D. Brumwell, F.C.C.A., A.T.LL, 
A.C.I.I., has been appointed secretary of 
Permanent Insurance Co. 


Mr Ernest Calvert, F.C.LS., A.LA.C., 
has become managing director of London 





accountant. 


Mr P. Moy, a.c.c.a., has been 
appointed financial accountant of Mullard 
of Stockport. 


Mr T. M. Sneddon, c.a., has been 
made managing director of S. G. Brown, 
a Hawker Siddeley company. He was 
previously director and general manager. 


Mr M. Twitchett, A.C.C.A., has been 


appointed senior systems accountant of 
BP Petrolleri AS, Istanbul. 


VAT: THE CONSTRUCTION 
INDUSTRY 
VAT Notice No. 708 (Construction In- 
dustry), first published in August 1972, has 
been revised and incorporates further 


employed) contributions in special 
circumstances, arrangements for 
the payment of class 3 (voluntary) 
contributions, and other matters 
such as the appropriation and 
refund of contributions paid in 
error; 


(iii) collection of contributions; and 


(iv) conditions for married women and 
certain widows to make elections . 
governing their basic scheme con- 
tribution liability. 

The regulations do not deal with class 4 
contributions (additional contributions 
paid in the main by self-employed 
people), or with the classification of 
employees or with special groups such as 
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persons going, or coming from, abroad. 
These regulations are expected to be 
made during the course of the next 12 
months. 

Two explanatory leaflets, NP.1 'Con- 
tributions: First Advice to Employers' 
and NP.2 "The Second Pension', are now 
being distributed direct to all employers. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES 
List of Members 1973 
The English Institute's 1973 List of 
Members will be published in September, 
and members are asked to place orders 
as soon as possible. The cost will be 
£2 per copy by post, or {1°75 if collected 

from Chartered Accountants’ Hall. 

The contents will include an alpha- 
betical list of members; alphabetical list 
of members in practice and firms; index 
to countries; topographical list of mem- 
bers in practice and firms; joint register 
of management consultants; and joint 
register of organizations providing com- 
pany registrar and/or data processing 
services. 


Members” Dinner 


The next in the series of dinners at 
Chartered Accountants' Hall for mem- 
bers of the Institute, their ladies and 
guests, will be held on Saturday, October 
13th. These events have proved over- 
whelmingly popular, and early ap- 
plication is advised. 

Applications are dealt with in order of 
receipt, and should be addressed to Mr 
M. H. Luke at Chartered Accountants' 
Hall, Moorgate Place, London EC2R 
6EQ. Members are asked, however, not to 
send money until the booking is con- 
firmed. 

The charge of £440 per head is 
inclusive of wines and port with dinner, 
and VAT. Cash bars will be available 
at the reception and after dinner. 


NORTH HAMPSHIRE 
CHARTERED ACCOUNTANTS 


The Basingstoke Group of Chartered 
Accountants has been re-formed as the 
‘North Hampshire Group’, and extends 
a warm welcome to members of the three 
Institutes of Chartered Accountants to 
participate in its activities. Chairman of 


ACCOUNTANT 


the group for 1973-74 is Mr W. R. J. B. 
Cross, A.C.A., and its secretary Miss 
Gaynor Harris, A.C.A. 

The group is to hold its annual dinner 
at the Lismoyne Hotel, Fleet, on Novem- 
ber gth. Another event in its programme, 
and a potentially lively one, is the open 
forum to be held on December 11th 
with two local Council members — Mr 
M. G. Lickiss, B.COM., F.C.A., and Mr 
A. C. Essex, F.C.4. — on the theme 
'Accountancy and the Institute — do they 
go together?' 

Details of these and other meetings 
are available from Miss Harris, c/o 
Donald Rich & Co, Rothsay, Weyhill, 
Andover, Hants (0264 772517). 


PIONEER OF TELEVISION 
RENTAL RETIRES 


Mr W. F. Brooks, F.c.a., an early 
pioneer of television rental, has retired 
as financial director of Thorn Television 
Rentals, having reached normal retirement 
age. He will remain a director of the 





company and will also undertake new 
responsibilities in a consultative ap- 
pointment with ‘Thorn Electrical 
Industries. 

Mr Brooks served his articles with 
E. T. Collins & Sons, Chartered Account- 
ants, of Bristol, and on qualifying. in 
1931 joined the London firm of Binder, 
Hamlyn & Co. In 1937 he was appointed 
secretary of Gordon Hotels and three 
years later took his first step towards a 
career in TV rental when he joined 
Rediffusion. He became secretary of the 
company in 1947 and secretary of the 


259 


parent company, British Electric Traction, 
in 1956. 

Mr Brooks returned to Rediffusion in 
1962 as chairman of several of its sub- 
sidiary companies, but after two years 
joined the rival firm of Rentaset. When 
in 1964 Rentaset was merged with Radio 
Rentals he was appointed financial 
director of the new company and sub- 
sequently became deputy chairman. Four 
years later, when Radio Rentals joined 
the Thorn group, Mr Brooks became 
financial director of Thorn Television 
Rentals. He is now succeeded in this 
position by Mr T. M. O’Brien F.C.a., 
previously chief accountant. 


ICMA SUMMER SCHOOL 


Sir Neville Butterworth, chairman of 
Tootal (formerly the English Calico 
Group), will propose the toast of the 
Institute at the ICMA Summer School 
closing dinner at St Catharine's College, 
Cambridge, on September 14th. 

The theme of the School — to be held 
from September roth-rsth — is ‘Solving 
Tomorrow's Accounting Problems”, and 
session speakers will be Messrs J. P. 
Wilson, F.C.M.A., F.C.I.S., a past President 
of the ICMA (on ‘Inflation Accounting’); 
M. W. Burrell, Lazard Brothers & Co 
(Mergers and  Take-overs); J. W. 
Hardy, A.C.M.A., F.T.1.1., Union Inter- 
ternational Co (“Taxation, Financial 
Models’); H. J. Gardner, C.A., F.C.M.A., 
Reckitt & Colman, (‘EEC’); and J. B. 
Evans, B.A., F.C.1.S., Courtaulds, formerly 
senior tutor in finance, London Graduate 
School of Business Studies. 

Inclusive fee is £66. Applications to 
PQE Secretary, The Institute of Cost 
and Management Accountants, 63 Port- 
land Place, London W1N 4AB. Tele- 
phone 01-637 4716. Attendance is not 
restricted to members. 


CHARTERED ACCOUNTANTS' 
BENEVOLENT ASSOCIATION 


At a recent meeting of the Management 
Committee of The Chartered Account- 
ants' Benevolent Association, Mr Henry 
Peat was unanimously re-elected as 
President of the Association for the 
ensuing year. Seven members were 
present. 


Applications for assistance 
Assistance was given to six new applicants 





JOHN FOORD & 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 





WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


COMPANY 


01—402 8361 
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by way of a grant or donation to meet 
urgent expenses. Thirty-five applications 
for the renewal of grants were received 
and further grants were made in all cases. 
Changes in circumstances of ten other 
beneficiaries were reported. 


Christmas gifts 

It was decided to make the usual dis- 
tribution of food parcels or cash dona- 
tions to all beneficiaries at Christmas 
time. 
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Awards of the Joint Diploma in Manage- 
ment Accounting Services have been 
made recently to: 


R. J. Brand, F.C.M.A., Company Secretary, 
Telephone Manufacturing Co. 

D. R. Davies, A.I.M.T.A., Head of the 
Economic Efficiency Unit, Treasurer’s 
Department, Greater London Council. 

C. Gordon, A.I.M.T.A., Assistant Treasurer 
(Technical), Norfolk County Council. 
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D. Greenway, A.I.M.T.A., Treasurer, Peny- 
bont Rural District Council. 

J. J. Hobbs, M.sc., A.C.C.A., Senior Con- 
sultant, Price Waterhouse Associates. 
A. Mallison, F.C.M.A., Managing Director, 

Navan Carpets. 

R. Squires, A.I.M.T.A., Deputy City Treas- 
urer, Rochester Borough Council. 

J. Staines, A.C.C.A., Finance Manager and 
Controller, Enrique Ferreyrosy Cia, 
S.A., Peru. 

F. A. Taylor, c.a., Comptroller, Esso 
Petroleum Co. 





‘Into Orbit’ 


Compiled by KENNETH TRICKETT, F.C.A. 


The clues to the four-letter words are normal. Each of the other clues 
belongs to a light of the same length elsewhere in the diagram, according 


to a scheme which has to be discovered. 


CLUES ACROSS 
1. Page turned back, headed (8). 


9. To the 12, this is volubly a root of 2,476,099 (8). 


10. Profit in wood, perhaps (4). 


11. Little book on a blank one, a property unclaimed (4, 8). 


13. Control holding with mint again (6). 
14. Place for an appointment (8). 
15. Caveat varied by 500, annulled (7). 


16. Presiding officer's electroacoustic device (7). 


20. Account of indecision (8). 
22. Account on custom charge (6). 


6 
23. Overseas trade without distinction round harbour, and in Paris 7 
8 


perhaps (6, 6). 
25. Maintain subsistence (4). 


26. Council supports a graduate liable to contract (8). 


27. Investment for protection (8). 


CLUES DOWN 


N 


. Unusual type casting privately owned (8). 
. Front-rank cartographer of 1880? (5, 7). 


wm 4 w 
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. Legislative bodies give foreign currency a setback"(7). 


2 


6 





. Get moving on a bit (6). 

. Fair deal for a landowner (4). 

. Meaning a quota of trade, not in Germany (8). 

2. A much plainer version like a postcode (12). 

15. One street in Cambridgeshire for exchange experts (8). 


17. Standards making one erratic, possibly (8). 


18. Customs warrant to restrain disorder? (8). 


19. Perhaps ponder a subject of mathematical procedure (7). 


21. Tax expert gets a year for trading sacrilegiously (6). 


24. Part of very early period (4). 


. Granted immunity previously discharged I must be left out (8). 


The solution will be published in next week’s issue. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3. TUITION HOUSE. LONDON SW19 4DS 
01-947 2211 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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Save and Prosper 
now offers 


¡Guaranteed Income Bonds 
and Immediate Annuities 


Save and Prosper Group, one of Britain's largest per- 
sonal financial services organisations, now offers 
a further choice of solutions to the problem of 
providing vour clients with an income from capital. 





GUARANTEED INCOME BONDS 


The new Save and Prosper Guaran- 
teed Income Bond provides a high, 
guaranteed income of at least 7.5676 
and up to 8.895 after tax at the basic 
rate, depending on age at the start. 
The table below shows: the income 
payable at various ages. 


Guaranteed net annual income as a percentage 
of your initial investment 


Age when buying a bond 
40 50 60 65 70 75 80 


5-year Bond- 
Men 7.56|7.58|1.62|7.68|1.76|7.91|7.95 
Women 7.56|7.51 (1.59 |7.62 7.68 | 7.7 1| 1.94 
10-year Bond- 
Men 7.95|7.99|8.10/8.22|8.42|8.76|8.80 
Women 1.94|7.97|8.03|8.10|8.22|8.45|8.80 


IMMEDIATE ANNUITIES 


The Group now offers a range of 
immediate annuities with all stand- 
ard types of contract. 

- For each £1,000 of the purchase 
price the current annual gross 
amounts payable  half-yearly in 
arrears to men are: 








For full details of these new Save 
and Prosper methods of providing 
income, simply dial 01-638 8922 and 
talk to S & P Services. 


> 


4 Great St. Helens London EC3P 3EP. 


In addition, it provides a choice of 
full return of capital at the end of 
either 5 or 10 years. 





3 ABBEY NATIONAL 


Interesting Habits No485 
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A Making aeroplanes 
with your bus ticket Habit 


This habit indicates creativity 
and a possible latent 
interest In aeronautics. 
Its main drawback ts 
the embarrassment 
caused should 
an inspector 
board your bus. 


| B. [he Abbey 
Habit 


This habit shows creative 
good sense and an eye to the 
future. It consists of paying 
money whenever you have 
some into your Abbey National 
account. 
These savings grow ata high 
rate of interest*. There are 
no charges and your money 
is easily available. . 
By adopting this Abbey habit 
vou will soon find yourself 
the possessor of a substantial 
amount of money. So that 
should any of your latent 
interests come out, you are in 
à position to satisfy them. 
And not just on paper. 


* Basic rate income tax on the interest 
is paid by the Society. 


Get the Abbey Habit 


and watch your money grow with Abbey National 





Abbey National Building Society, Dept 855, Abbey House, Baker St., London NW'L6XL. For the address « f your nearest branch or local agent, see Yellow Pages. 
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For sale by auction 


LONDON AUCTION MART, FUR TRADE HOUSE, 25 LITTLE TRINITY LANE, E.C.4. 


Wednesday, 26th September 1973 - 3 p.m. 


By order of J. Sainsbury Ltd. 


ENFIELD 


l6 CHURCH STREET 
Freehold shop vacant possession. 


Frontage 19 ft. Depth 74 ft. 6 ins. 


HAMPSTEAD 


165/167 and 177 HAVERSTOCK HILL 
Three freehold shops, two with vacant 
possession remainder let and producing 
£4274 p.a. 


WEYBRIDGE 


6/8 CHURCH STREET 

and 1/3 Vernon House 
Four freehold shops, one with vacant 
possession, remainder let and produc- 
ing £3300 p.a. 


Frontage 95 ft. Depth 170 ft. 
Site area 17,650 sq. ft. 


By order of C & J Clark Retail Ltd. 


CHESTER 


25 EASTGATE STREET 
Freehold shop vacant possession. 


Frontage 19 ft. Depth 83 ft. 


MAIDSTONE 


2, 4,6 & 8 LONDON ROAD 
Freehold development site with plan- 
ning consent for major office develop- 
ment. 


* Joint Auctioneers for Maidstone: 
MESSRS. WALTER £ FORKNALL, 
30/32 King Street, Maidstone 0622 57225 


Auctioneers: 


HHB 


sÀ 





(unless previously sold) 


SLOUGH 
285 HIGH STREET 


Freehold shop in busy position let to 
Thorn Electrical Industries Ltd. at 
£3000 p.a. with reversion in 1976. 


TOTTENHAM 


518/520 HIGH ROAD 
Freehold shop and offices in finest 
position partially let at low rent of 
£1564 p.a. with vacant possession of 
520 (ground floor) 


NORBURY 


1349 & 1353 LONDON ROAD 
Two freehold shops entirely let and 
producing low rent £1197 p.a. with 
valuable reversions in 1981. 


FLEET Hants 


1/7 RIDGEWAY PARADE, 

CHURCH CROOKHAM 
Seven modern freehold shops entirely 
let and producing £6410 p.a. with 
valuable reversions in 1984. 


RICHMOND 


68/70 RICHMOND HILL 

and 23/25 Cardigan Road 
Freehold hotel and three houses let and 
producing £6917 p.a. with reversions - 
from 1979 but ultimately a site of 21,000 
sq. ft. with outstanding redevelopment 
potential. 


* Joint Auctioneers for Tottenham: 
MESSRS. COUCHMANS, 520 High Road, 
Tottenham, London NI7 01-808 3947 
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Paying for Social Security Y 


que progress of social security legislation has been 
overshadowed of late by the Government's pledge to 
introduce the tax credit system. This will take several 
years to implement, but the commencing date of the 
Social Security Act 1973 is likely to be April 6th, 1975, 
despite the difficulties on which we commented earlier 
(The Accountant, May 3rd). Initial regulations under the 
Act were published recently, and employers have been 
receiving first advice from the Department of Health and 
Social Security. 

The graduated pensions scheme is the bridge between 
the old system and the new. The fixed stamp contribution 
has been inflexible in a period of rapid inflation, and now 
bears harshly on low earners. Graduated contributions 
have achieved buoyancy of revenue in the middle earnings 
range, although even here inflationary changes have 
caused the upper limit to be raised from £48 to £54 
weekly with effect from October 1st. As a step towards 
1975 (when employees will pay basic rate contributions 
of 5-25 per cent) the graduated contribution is being raised 
from 4°75 per cent to 5 per cent. 

At present, the fixed stamp represents 10 per cent of the 
threshold weekly wage of {9 for the employee and 12:5 
per cent for the employer. The abolition of the stamp in 
1975 will leave the employee better off throughout the 
range, even after making his reserve scheme contribution 
of 1-5 per cent. The cost of a worker will be doubled from 
5 per cent (graduated) to 1o per cent (basic 7:5 per cent 
plus reserve scheme 2:5 per cent), but abolition of the 
stamp means that the employer is worse off only for a 
weekly wage above £31: 50. These illustrations suggest that 
transition to the new scheme can be effected smoothly, 
and that employers who do not have a significant part of 
their work force in the earnings range approaching the 
upper limit of £54 may not be unduly concerned about 
alternative pension arrangements. 

The limits of the scheme will be liable to adjustment, 
and not more than six months' notice of alterations is 
promised. In this connection, we are reminded of struc- 
tures offered by the British Computer Society in their 


y T 
memorandum to the Select Committee on Tax Credit== m 


on the burden which payroll tax collection represents for 
employers. Although elimination of the national insurance 
card as a feature incompatible with computer records is 
no doubt welcome, the essential need to maintain correct 
records of national insurance numbers in payroll documents 
presents problems. 

The outlook for individual traders, partnerships and the 
practising accountants who assist them is very much 
more bleak. Flat-rate contributions will continue (pre- 
sumably at the higher rate of £ 1:93 effective from October 
1973) and the existing lower rates for juveniles and women 
will be phased out. In addition, a new payroll tax under the 
description of “Class 4' contributions will be levied at 5 
per cent, as an addition to income tax, on earnings within 
the prescribed range. 

It would be misleading to rely on the range £1,150 to 
£2,500 stated in the Act. The upper limit corresponds to 


£48 weekly, and will be amended to /2,800 p.a., and 


the lower limitis apparently in line with the former yield from 
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the fixed stamp at its level when the legislation was drafted 
in 1972, being the equivalent of £1,150 at 7-5 per cent. 
Whatever adjustments may be made to the lower limit, 
it is apparent that the basic 30 per cent rate of income tax 
will be augmented by a payroll tax of over 5 per cent. 

Nor should the incidence of this tax be dismissed by 
self-employed taxpayers whose net taxable income is 
below £2,800. The effective rate of income tax is cushioned 
by personal reliefs for dependants, for life insurance, for 
mortgage and other personal interest. Few men with young 
families, and buying their house, would expect to bear 
tax on the first £22 weekly wages (£1,150 per annum); yet 
they will bear the flat-rate Class 2 contributions of some £2 
a week out of that income, and could be presented with a 
tax demand of 35 per cent on their additional income up 
to £54 a week. All this without benefit of a pension! 

Even if commitments by way of dependants or interest 
payments brought exemption from income tax at the 
£2,800 level, there would be no diminution in the burden 
of Class 4 contributions. It is likely to be a cause of much 
practical inconvenience and expense that the base on which 
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of net income on which income tax is payable. Just at 
the very moment when unified tax has eliminated the 


anomalous distinctions between standard rate income tax 


and surtax, a new tax has been brought into being which 
is to be administered in all respects by the Inland Revenue 


as an adjunct of income tax, but will require separate. 


computations of the total income on which it is levied. 
Indeed, instead of being confined to the wealthiest, this 
procedure will extend over the whole range of self-em- 
ployed earners. A particularly objectionable feature is the 
need to maintain separate cumulative records of loss 
relief. 

The imminence of the new arrangements appears from the 
fact that the results of accounting periods which com- 
menced in July of this year could serve as the basis of 
assessment of Class 4 contributions in 1975—76. It is a 
small mercy, however, that directors and other office 
holders will be fully integrated into the arrangements for 
employed earners, although independent multiple em- 
ployments appear to attract disproportionate burdens. 


È 


Class 4 contributions are levied is distinct from the amount 





A New Society? 


RAE PRORDINARY general meet- 
ings of the three smaller bodies 
concerned with the training and 
qualification of accountants employed 
in industry and commerce will be 


asked, probably in October or Novem- 


ber of this year, to approve proposals 
leading to the formation of “The 
Society of Company and Commercial 
Accountants' with effect from July 
Ist, 1974. The potential strength 
of the amalgamated body, comprising 
the present memberships of the In- 
stitute of Company Accountants, the 
Society of Commercial Accountants 
and the Cost Accountants' Association, 
would be in the region of 10,000 
qualified members and 5,000 registered 
students. 

Substantial majorities of members 
of all three bodies have declared their 
approval in principle for merger 
discussions (The Accountant, April 
19th) and definitive proposals are now 
being distributed. A 75 per cent 
majority will be required at each of the 
extraordinary general meetings if the 
scheme is to be implemented. 

Fundamental principles of the 
merger discussions have been (a) that 


admission to the merged body would 
be by examination only, and (b) that 
it should register suitably-qualified 
students from overseas as welbas in 
the UK. The latter feature follows 
the present practice of the Society 
of Commercial Accountants and the 
Cost Accountants' Association, al- 
though the Institute of Company 
Accountants (numerically the largest 
of the three) has hitherto restricted 
membership to applicants resident in 
the UK or employed by UK-based 
companies abroad. 

Choice of the name "The Society of 
Company and Commercial Account- 
ants' was dictated, according to the 
official announcement, by the fact 
that the words “institute” and “as- 
sociation' are already in use elsewhere. 
Fellows would be eligible to use the 
designatory initials “F.S.C.A. and 
associates ‘A.S.C.A.’, and the De- 
partment of Trade and Industry has 
indicated that it has no objection to 
registration of the proposed title. 

The unified body, it is claimed, 
‘would be more truly representative of 
the interests of the industrial ac- 
countant. Apart from the Institute of 


Cost and Management Accountants 
(which is concerned mainly with 
manufacturing industry) there would 
be no other institution offering a 
professional qualification in this field 
in the United Kingdom, and this 
would in itself bring tremendous 
advantages in the rationalization of 
education and training facilities in 
colleges providing courses for students. 
There would be greater scope and 
opportunity for extending post-quali- 
fying education, and for conducting 
research into those areas of special 
interest to the accountant in industry. 
The larger total membership. would 
also facilitate more local activities”. 


Association's New 
Director of Information 


HE Director of Information of 

The Association of Certified Ac- 
countants in succession to the late 
Mr Robert Bell, it was announced 
this week, is Miss Jessica Cloudesley, 
B.A. A graduate of Bedford College, 
London, Miss Cloudesley is well 
known to members of the profession 
as an education officer and former 
librarian of the Association. 

She has already made a distinctive 
contribution to its work in several 
respects, including the reorganization 
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Miss Jessica Cloudesley 


and expansion of its library services 
and redesign of its careers posters. Her 
other accomplishments include fluent 
Italian, in which capacity she has 
participated in several World ‘Theatre 
seasons at the Aldwych Theatre and 
in the BBC's modern language study 
programme Avventura. 


Certified Diploma 
Examination Results 


IRST results in the inaugural 

examination for the Certified Ac- 
countants’ Diploma in Finance and 
Accounting (C.Dip.F.A.), held in June, 
have been described by the Associa- 
tion as 'highly satisfactory'. Of 91i 
candidates who presented themselves, 
66 were successful, representing a pass 
rate of nearly 75 per cent. 

Entry for the diploma examination, 
announced in April 1972 to meet the 
need of professional men other than 
accountants for a working knowledge 
of finance and accounting (The Ac- 
countant, April 6th, 1972), 1s restricted 
to members of a non-accounting pro- 
fessional body. First place in the 
inaugural examination was taken by 
Mr P. K. Williams, M.sc., of Man- 
chester, a member of the Institution 
of Electrical Engineers, with a pass 
mark of 82 per cent. Mr P. V. Griew, 
of Cambridge, was placed second, and 
Messrs G. C. Aylward (Sevenoaks) 
and E. V. Edwards (Reigate) equal third. 

There are now at least 460 diploma 
candidates registered with the As- 
sociation, and a substantial number of 
new registrations is expected with the 
beginning of the academic year in 
October. The scheme has attracted 
more than 5,000 inquiries to date, and 
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Blue Circle's Tax 
Contretemps 


CONTRETEMPS over tax treat- 

ment in the accounts of Blue 
Circle Aggregates, a subsidiary of 
Associated Portland Cement Manu- 
facturers, has led to the resignation 
of the chairman, Mr John Taylor. 

The company's gravel assets were 
revalued at the end of last year with 
the result that the depreciation charge 
in the first half of 1973 rose by 
[110,000 and, as Mr Taylor points 
out, but for the revaluation the pre- 
tax surplus would have been {£327,000 
instead of the £217,000 disclosed. 

Mr Taylor contends that distortions 
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of this kind where they affect tax 
should be dealt with through the 
company's tax equalization reserve. 
Extra depreciation is written back 
for tax at a cost of some £52,250 and 
a transfer of capital allowances to 
tax equalization of £30,700 are two 
specific figures he mentions. 

A statement by Blue Circle Aggre- 
gates admits 'It may well be questioned 
whether revaluation, in view of its 
effect on the half-year's figures, was 
justified. The answer very clearly is 
that the exercise was designed to 
protect the value of shareholders' 
investments in the long term and 
therefore had everything to commend 
it in this inflationary age.’ 





ICA Course Commended 


HE English Institute’s course on 

‘Control and Audit of Computer 
Systems’ has come in for special 
mention in the Management Courses 
Index ‘High Spots’ report for the first 
quarter of this year. The course has 
been commended for its high standard 
of instruction under the course 
director, Mr I. D. Watson, C.A., for 
its logical build-up and coverage 
which includes the internal control 
questionnaire, specimen audit pro- 
gramme paragraphs and test packs. 





The objective achievement of the 
course is considered excellent. 

Mr Watson, a Scottish CA, besides 
being the course director, is chairman 
of the working party responsible for 
devising the course, which is next 
being run in Nottingham University 
from September 24th to 27th. An 
added point of interest is that the 
Danish Association of Auditors has 
inquired about the possibility of the 
course being run in Denmark by the 
English Institute’s lecturing team. 
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Fact and fiction — When the ICA “Control and Audit of Computer Systems” course was 
running earlier this year at Eastbourne, a film company was there on location for a feature film 
in which the part of an accountant is played by Keith Michell, pictured here (/eft) with the 
course director, Mr lan Watson. 


arrangements are already in hand for 
the next examination to be held in 
December. 





a 
, 


PTS 





MUT TETN 


wF 


r 


KN TN ITA 
+ 2 nig. - 


- Tt^ 
£5 


TD 
: 


"2 E T7 


IAS 
e. v "tr. 


> RPT EY 


o a a y 
iy ia 


eka P ed 


TEE 


i} A 


O TAE 
1 


pa 
> 


Uke tle: “ae pas A SE Sapa E ] 
t rs - = $ ; < AIR NT 
xm t aca ae deae. a PERA By T > 
Vs E Es n A y x ri " ‘ TA "a - T 
n iu LEADER x Lg wh ü Que E EE SE E 
T$ a Ar more RAD" * xm > = Oe DF -* 
1 ^ y o € f í <=." 
EU . .. kh à p v y 
+ y ` 


"^I NI ) : -~n D 


“a TT. 
*m | 
IT rjr wv 
4 A IES" € 
> NA 


o ndr" 
XM De 
o 


Mis 
i. 






More Dumb Jobs than 
Dumb People 


2 pe concept of the quality of life 
has been extensively popularized, 
not least by those concerned with the 
environment. In a new paper pub- 
lished by the Working Together 
Campaign, Mr Ted Mills, Director of 
the Quality of Work Programme of 
the Commission on Productivity and 
Work Quality, introduces a new 
concept — the quality of work — to 
British readers. 

His paper seeks to demonstrate 
that by increasing the personal in- 
volvement both of labour and manage- 
ment — in particular their inter- 
dependence and responsibilities — the 
new motivation will generate increased 
productivity. According to the author, 
what he terms QOW is concerned 
with an amalgam of better human 
motivation, with more efficient 
systems, more useful organizations 
and systematic psychological effort. 

Perhaps the point is most graphically 
made in the comment that 'there are 
more dumb jobs than dumb people 
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to fill them'. In Britain we are familiar 
with the criticisms that employees on 
the conveyor belts in motor-car as- 
sembly plants have made, concerning 
the monotony and frustration of their 
jobs. While the critic will doubtless 
comment that such jobs tend to be 
particularly well paid in relation to 
their skill content, and that no one is 
compelled to take them, the fact re- 
mains that Mr Mills has raised an 
issue which will become increasingly 
important in modern industry. 


Writ Against 
City Panel 


T right of the City Panel on 
Take-Overs and Mergers, as an 
informal agency, to regulate its own 
procedure is challenged in a recent 
High Court writ. Mr James McMahon, 
who is alleged to have disregarded 
the Panel's rulings in connection 
with a prospective take-over of the 
Glasgow-based Maclehose group, is 
seeking a declaration that the Panel 
is not entitled to fetter its discretion 





US Principles Board's Final Fling 


BO RORA TIONS will be further 
limited on the types of items that 
can be reported in financial statements 
as extraordinary, and additional dis- 
closures of lease commitments by 
lessees will be required, under new 
standards issued by the American 
Institute of Certified Public Account- 
ants. 

These subjects are covered in the 
final two opinions of the Accounting 
Principles Board (APB) which has 
been replaced by a new full-time 
Financial Accounting Standards 
Board. The substance of these opinions 
was approved by the Board before its 
official demise on June 3oth, but 
editorial revisions have delayed their 
publication until now. 

In general, the new rulings require 
that, in order to be classified as extra- 
ordinary, an item must be both “ab- 
normal” in relation to a company’s 
ordinary operations and not be reason- 
ably expected to recur in the foresee- 
able future. Gains and losses on the 


disposal of a segment of a business 
would not qualify as ‘extraordinary’ 
but would be treated as discontinued 
operations. Such gains or losses would, 
however, be separately identified on 
the income statement. 

The opinion on lease commitments 
affects fiscal periods ending on or 
after December 31st, 1973, and re- 
quires disclosure of total rent expense 
for each of the years presented in the 
financial statements; minimum future 
rental commitments under existing 
leases classified by major categories; 
and other information necessary to 
assess the effect of the leases upon the 
financial position of the lessee. 

The Financial Accounting Standards 
Board is expected to deal with the 
broad subject of lease accounting by 
lessees. The APB, however, considered 
that there was a need to improve dis- 
closures of lease commitments in the 
meantime, so that financial statement 
users might be better informed. 
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by the enforcement of an absolute 
rule not to permit legal representation 
before its appeal committee, and an 
injunction restraining the Panel from 
hearing his appeal in the absence of 
legal representation. 

A foreword to the City Code by the 
Panel's Chairman, Lord Shawcross, 
declares that “The City Code has not 
and does not seek to have the force 
of law', and acceptance of the Panel's 
authority as a matter of honour and 
good practice has been regarded as an 
important element of the City's ability 
to control its own affairs — in prefer- 
ence to the imposition of a statutory 
agency on the lines of the American 
Securities and Exchange Commis- 
sion. The Panel's structure and pro- 
cedures have been devised with a 
view to reaching a speedy decision, 
and it has several times condemned 
formal advocacy as a means of deciding 
cases. 

Exclusion of the right of rep- 
resentation may be regarded as un- 
usual, though it is not in fact without 
precedent. Domestic tribunals gen- 
erally have an inherent power to 
regulate their own procedure, pro- 
vided that the rules of natural justice 
are observed; whether the denial of 
legal representation, in the particular 
circumstances of the City Panel, 
amounts to a denial of natural justice 
may afford some scope for argument. 
Mr McMahon has undoubtedly at- 
tacked the Panel in a sensitive area, 
and all parties to the present situation 
are understandably reluctant to 
comment. 


Rhodesia Society's 
New Officers 


EMBERS of the Rhodesia 

Society of Chartered Account- 
ants have elected Mr C. L. Reed, 
F.C.A., C.A.(R), to be President of the 
Society for 1973-74. Mr Reed, senior 
partner in the Bulawayo office of 
Coopers & Lybrand, qualified in 
London in 1951, and is a former 
committee member and past Chairman 
of the Bulawayo District Society of 
Chartered Accountants. 

At the same meeting, Mr E. E. 
Skeet, F.C.A., C.A.(R), and Mr E. R. 
Bradford, F.c.A., C.A.(R), both of Salis- 
bury, were respectively elected senior 
and junior Vice-Presidents of the 


Rhodesia Society for 1973—74. 





Al do ER ME ACCOUNTANT $ See ihe ere am ue 
à ] E t a . ». * 2 
car - Me CET T CA, ACA, ACMA ACIS, ACCA, ATII, ASBI, etc. ` `. 
E^ TIT : E D" : s R fs 
| | professional 
|^ 21i More and more generous people; tios pa a ^N B 
. 5^. to give thanks for serenity and peace-of- . ." ` M SÍ tuc len S. 
.  »  mihdin their later years, find fulfilment i nm 2. E 
"s AL. "'remembering us in their Will. The legacies ^^. 0. IM NE RS | | E 
_ we réceive: make it possible for us.to plan- psit m Tf your. nume. concern is to make: sure Sod qualify 
- new Homes and to provide.comfortand. >- — > > for any of the above qualifications - —read on. The 
+ += “security for many who: would otherwise be ^ 77 og ^ School of Accountancy has had. over 60 years’ experi- - 
'" ^» - doomed to a lonely old- -age. The General. UR | _ ence of coaching students for accountancy and other 
ECC S D Secretary will be pleaséd. to send you, ' on AA E l . professional qualifications. And it's this experience - 
> «^ ..; request, a personal copy of our legal. ' LORS X . that ‘can ‘really help. you "through. the year and . 
cst portfolio for úse when advising clients. We "LX | especially: at exam time, together with the advantage > 
TOW will. ba: very gratant tor yoa 'CO- operation. T — . Of: personal and’ individual tuition. Studying with * 
CN 3 | Fu 2 SOA course material and model answers will enable 


‘you to enter your examinations fully. prepared and ` 
cómpletely confident. Comprehensive arid easy -to 

| digest the sübject material avoids inessentials. It is ` 
constantly kept up'to date with syllabus changes, ; 
E trends i in examination apa and new legislation; i 


With: the backing of. our. correspondence course. 
you'll. be. fully: prepared to add to our 100,000 . 
examination passés achieved in one or more of the . 
, examinations by SOA students, many of whom have 7 
gained. awards. M "Pak i 
Find out about the School of Accountancy and how 
we can help you succeed. Fill in this coupon and send E 
. it^ off today., We'll send you our booklet it?s. the 
- first step: On the ladder to SUCCESS. : 


a r . 
ya - e ^ E Li + * L 1. 


The School of Accountancy... 
& Business Studies s: - 




















fe ‘ i. For full information post this coupon today to: : Í 
E ATO EDGE of Accountancy & Business Studies 1, 
m MEC or egent House . or - 144B Regent House 
- General Secretary; $e di A Stewarts Road. . ^" :341 Argyle, Street ` 
^^ 7 .Rev.R.J.Connell, M.B.E., B.A., B.D., 557. ME London SW8 4UJ- - ->  GlasgowG28LW |. 
Ws METHODIST HOMES FOR THE AGED. ' : | Telephone: 01—622 9911 MEE Telephone: 041-221 2926; ' 
a 1 Central Buildings, Westminster, ~~ c ZEE IL EXAMINATION, 5. 0000 e] 
A - LondonSWiH9NS ^ . - 00 Mi c 0 TM CONSUME 1 
p SE Om ET E = eee 4. PER | ADDRES | T 
: Bm [s = : » | ML PE - — AGE I. 
A i ‘ J NS "e Accredited by the CACC P A 
Eg : E P : g E il A Ed 





+ ^ ‘ Un 
` -, - 4 
x 
. 
+ 
> + + 
N ` 
è z x 
` 
. 


E E ACCOUNTANT. Ox ian 


Ready Shortly . 


The Tax Practitioner’ S Diary 


1973-14 


Edited by Butterworths Editorial Staff. 4 - 


This is the second edition of this annual pocket diary cum | 
aide-mémoire. For this year's Diary, most of the previous : 
- features have been retained, covering all the major taxes 


and duties; new tables have been added showing income 
tax on specimen incomes, rates of corporation tax and 
capital allowances. The preliminary pages now include 
metric conversion tables and European travel data, while 
more flexible covers will make the Diary even easier to use. 
The 15-month diary -section runs from October 1973, 
with two "weeks to an opening. 


£1:60 net. post free, plus 16p VAT 0 406 53951 O 


Now Available 


Butterworths Digest of Tax | 


` Cases 1971-1972 


Edited by Philip F. Skottowe, LL.B., Barrister. . 


This work is designed with a dual function’ in mind. 
Not only does it up-date its parent volume, Butterworths 
Digest of Tax Cases, which covers every case on the 


taxation of income and capital gains up to May 31st, 1971; 
it also represents a valuable independent work, providing. 


a digest or summary of every such case which has been 
reported between June 1971 and December 1972. All 
decisions cf the English courts (House of Lords, Privy 
Council, Court of Appeal and High Court) have been 


included, together with those of the Scottish Court of ' 


Session anc irish and Commonwealth Courts where these 
are of interest outside their country of origin.  ' 
£7-60 net (1:75) S 


Ready September 


Sumption on Taxation of 


Overseas Income and Gains 


By Anthony Sumption, Barrister, formerly a Solicitor. 


This. work deals with the foreign element in United 
Kingdom taxation.as a separate subject within Revenue 
Law. lt has ben written in response to the great increase in 
the volume of overseas business and the consequent 
growth of tax havens, offshore funds and other inter- 
national devices. The author explains various methods of 
minimising taxation appropriate to individuals, partner- 


` ships and companies, steering his readers away from the 


- 


many pitfalls which litter the path of the tax planner in this. 


particular field. The book sets out to provide a practical 


guide, and case histories are often used. to illustrate the 


argument. 


Price to be arnounced 0 406 53870 0 


Bracketed price, inclusive of despatch, applies to 
single copies ordered from the Publishers by post; 





Multiple copies are sent at net price. 


-- 


Butterworths 


. 88 Kingsway, London WC2B 6AB 
. Showroom: 
‘11-12 Bell Yard, Temple Bar, London WC2 
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LEWIS, COATES & LUCAS LTD 


- LAW STATIONERS 
COMPANY PRINTERS 
COMPANY. AGENTS 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


I READY- MADE COMPANIES 


et 
i 


inclusive ` 


38/40 FEATHERSTONE STREET 
LONDON EC1 


01-253 2977/8/9 and Telex. 262687 


. 01-251 0344 (7 ne 


Many hundreds of accountants have found the right job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you or you can callat our Information Centre 
and — without any form-filling - study the classified registers. 
Over 300 vacancies in the U.K. and overseas offer you Pe 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5, 000; Overseas - up to. 
£10,000. d 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Bones: up to £7,000+. 


a Staff: M. Farrer, 01-628 0391. 


Terms are better than is usual for temporary EEE 


RICHARD OWEN ASSOCIATES 


Box 23,47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


Note: Week-ends and evenings answering service 01-628 8860 7 
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Financial Executives’ 
New Appointment 


HE Financial Executives Institute, 

based in New York City, has 
appointed Mr Douglas G. Simpson, 
an officer of ‘Trans-Canada Pipelines 
Ltd for 19 years, as Executive Vice- 
President of its Canadian arm, 
Financial Executives Institute Canada. 
Mr Simpson, it is announced, will 
head a permanent office in ‘Toronto to 


THE 


ACCOUNTANT ` 


Canada's federal and provincial gov- 


ernments, and other organizations 


dealing in accounting and financial 


areas. 
The Institute represents corporate 
and financial officers in Canada and 
the United States, with 59 chapters 
in the USA and Puerto Rico, and 
five in Canada — Calgary, Hamilton, 
Montreal, Toronto and Vancouver. 
It claims a total membership of 8,000, 
including over 600 in Canada, and 
conducts research and technical activi- 


ties 
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in the areas of finance and 
accounting. 


ICWA of India 


HE President of. the Institute of 
Cost and Works Accountants of 
India for 1973—74 has been named as 
Mr M. R. S. Iyengar, F.LC.W.A., 


 A.M.B.I.M. Mr V. Kalyanaraman, B.SC., 


F.I.C.W.A., A.M.B.1.M., has been elected 
Vice-President. 


. dence’ to rent. 


strengthen — FEI's liaison with 


f 


` 





THIS IS MY LIFE 
^— . Point of View 
by An ndustious Accountant 


[INDIN G a suitable house for Harry, our new buyer, 
proved tedious and difficult, so finally he went 
foraging for himself and located a ‘highly desirable resi- 
‘The chairman agreed to pay him a 
temporary increment to cover the rent, with an optimistic 
exhortation to me not to let those tax blighters catch it for 
PAYE, and all went smoothly. 

Then Harry arrived in my office with six close-typed 
pages tied, with red tape. It was the landlord’s leasing 
agreement for immediate signature and return; their 
solicitor wanted it back quickly because he said he had 
two other applicants with their tongues hanging out to 
get the house. Would I please look it over? 

I don’t like being hustled when in an advisory capacity, 
especially when the solicitor hadn’t furnished us with a 


copy. Still, rental agreements should be simple. Dates and * 


amounts, tenant’s responsibility for leaving all in good 


order, and landlord's for maintaining the exterior and so: 


on... routine stuff, really. 

Perusal of the document cut me down to size. The usual 
preamble was followed by a clause demanding a substantial 
lump sum in advance to cover any bills Harry might have 
neglected to pay on his departure (how did we know the 
landlord wouldn't settle for half afterwards?) or for 
damage to the house not made good (how did one check 
the price of repairs done months afterwards, perhaps with 
new embellishments:). ' 

Harry wasn't worried about the repairs. A subsequent 
clause permitted the landlord's-agents to inspect the house 
regularly and serve notice on the-tenant to make good any 
‘repairs, amendments, and restorations’ within the next 


calendar mor:th, so he'd always be up to date. I felt it was ` 


onerous, especially when followed by the clause claiming 


for the landlord's ‘all new fixtures and additions thereto 
in good condition and repair’, without a word as to re- 
compense to the departing tenant. 

He didn't mind. He wasn't a handyman about the house, 
he said; no built-in wardrobes or built-out porches for 
him. Besides, he didn't expect to be a nuisance to the 
neighbours, to harbour visitors with infectious foreign 
diseases, or to pull down the construction of the 
premises. 

I thought he was rather a Gnid soul. Here he was, 
accepting blándly the landlord's petty nit-picking demand 
to approve the colour of new-paintwork, the design of new 
venetian blinds, and the choice of the garden shrubbery. 
The incoming tenants, I told him, dictated the rules in 
my day; they knew their rights and didn’t stand for any 
legal nonsense either. 

He cocked a humorous eye at me. He was planning to let 
his own house in London, he said, but his solicitor was 
rather elderly; so this new lease could serve as a guideline 


to modern requirements, wearing the landlord’s hat. In .- 


his day, he said, one picked the other chap’s brains. 
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"August 30th; 1973 


. Farm Accounts Analysis for 


planas. 


E Survey of Current Practice i in England and Wales 


by G. L. BUCKINGHAM, M.A., M.Sc. 


i 


`` A recent EEC directive on farm modernization meant that the Miristry of 


Agriculture, Fisheries and Food had to assemble a considerable amount of. a | 


. . evidence on the systems of farm accounts used by British farmers, in particular 
-how much they are designed to help farm management decisions. The go ARAS 


Ministry, therefore, scught advice from The Institute of Charterec Accountants 


| in England and Wales and the Association of Certified Accountants and, in 


conjunction with them, decided that the best way of getting reliable: IDIOrmagon 


. would be to approach their members. 


A short questionnaire was therefore designed with the Institute and the 
Association, and with their guidance it was sent by post last February . 
to members thought most likely to prepare accounts for farmers. The 


accountants’ participation was voluntary, and it was open to anyone who felt 


that it was too burdensome to ignore it. In all, 198 professional accountants ' 


supplied the required information relating to some 16,800 farms. Taese 


represent ePpreximarely, 13 d cent of full- time farms in engang and Wales. 


CTING on the assumption that accountants’ would 
¡prepare a trading account for all farmer clients, the 


.. questionnaire (see next page) asked how many: of the farms 
: "for which they prepared accounts recorded six other types . 
'-- of accounting information which are generally regarded as: 


relevant for management purposes. These were iterhized 
balance sheets; outputs expressed per.unit; numbers of 


‘<<. livestock sold; . quantities of produce. sold; allocated. total 
costs; and gross margins. Accountants were asked both the. 
F. number of farmers for which they themselves prepared the 
- + information, and the number they believed had it prepared 
: Qn other ways. 


In considering the results it should be notéd that some 


"respondents may have included the same farm as having . 
‘two different accounting systems. For example, a farm. 
' included as keeping gross margins (question 8) may also 
be inchided as. recording quantities of produce sold 


(question 6). Thus we know that 16 per cent of. farms 


^ PERCENTAGE OF Farms RECORDING SPECIFIED ACTO DATA ' 


covered by the survey prepare gross margins and that 36 
per ‘cent record quantities of produce sold. However, we 
do not know whether. the 36 per cent include the 16 per 
cent who keep gross. margins or whether both groups of 


farmers are corapletely independent. E 


5 


Itemized balaace sheets 


The term ‘itemized balance sheet’ was used in the sense of a 
balance sheet showing not only the total assets and 
liabilities. but also their main components. For example, 
the liabilities of many farm businesses can be itemized 
under such heads as Agricultural Mortgage Corporation; 
building societizs; -bank loans or overdrafts; loans from 
relatives, hire-purchase, merchants or suppliers; other 
net worth. . 

The main use of balance sheets is to indicate the financial 
strength of the tarm’s position and also to prepare returns 


ña 
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Outputs Data for | Allocated Itemized 
Expressed Gross Total Balance 
per Unit Margins . Costs Sheet : 
12:8. l 96:7 
i6:6 777 
28:3 92:6 ` 
5:3 - 766 
8:6. . 9355 
S873 


. Survey results byregion and size group have been weighted by the total number of farms ir each group shown by the Agricultural Census. 
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for income tax purposes. Since most farmers have to meet . 
these two needs, it was not surprising that itemized balance 
sheets were recorded as being prepared -for the vast 
majority of farms in all regions (87 per cent). In the opinion 
of the accountants who advised the Ministry on the study, 
if farmers with balance sheets in a more compressed form 
than the above had: been included, the proportion VOU 
have been close to 100 per cent. 

Data on outputs per unit, e.g., tonnage of wheat per 
acre or milk yield per cow, are mainly used in making 
comparison over time for the same enterprise of results 
from different years. For example, farmers need to keep.a 
check on their wheat yields if they are growing wheat in 
successive years, in order to detect any increased difficulties 
of weed or disease control Figures on numbers of live- 
"stock sold or quantities of produce sold can also make a 
. contribution to monitoring the farm's progress. Eighteen 
per cent of farms were indicated as recording outputs per 
unit; 58 per cent as recording numbers of livestock sold; 
36 per cent quantities of produce sold. This may seem low. 


However, it should be remembered that not all farms have 


both produce and livestock to sell. 


Net and gross margins 


Tn terms of output, a farm is a small unit cd with 
many: business enterprises. For: example, out of the 2,500 
or so farm accounts for full-time farms in England and 
Wales collected for the Ministry by the universities in 


. 1971—72, 52 per cent had a turnover of less.than £10,000. 


About two-fifths of the full-time farms have only one main 
enterprise. However many other farms are quite complex 
in the sense that different enterprises are carried on (e.g., 
keeping sheep, growing cereals or potatoes). 

Thus a continuing problem of management is the 
decision on how to divide the farm's resources between one 


enterprise and another, and it is important to bave a type . 


of accounting which will help in estimating the relative 
profitability of the enterprises, One such type of accounting 
is allocated total costs. This takes all the costs of the farm, 
including the cost of buildings, equipment and labour, 
and allocates it between the enterprises. This information, 
together with estimates. of output from each enterprise, 

enables one to calculate a net profit margin for each enter- 
prise.- However, the information this system demands is 
time-consuming to' collect and the correct allocation ‘of 
some overhead costs such as farm rent or interest charges is 
open to argument. The survey found that allocated total 
costs were prepared for only 9 per cent of farms. 

An alternative and less demanding analysis is the prep- 
aration of gross margins for each enterprise. Broadly, if a 
set-of gross margins is prepared for a farm, overhead costs 
are not allocated between enterprises. Each enterprise is 
attributed only those direct costs which can be obviously or 
readily identified to it. Thus a gross margin for sheep 
would consist of the gross output from the sheep enterprise 
minus the costs of feeding stuffs and medicines. However, 
no attempt will be made to allocate the proportion of fixed 
capital costs. Similarly, a gross margin figure for cereals 


normally. consists of gross output minus the value of 


fertilisers, pesticides and seeds. In practice, gross margins 
are often of considerable help in assessing which enterprises 


are most profitable and should be expanded, and which are - 
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Form of Questionnaire 
SURVEY OF FARM ACCOUNTING SYSTEMS 
Size Number 
| . (see Note A) 
Small . 
Number and approximate size of — ..- — 
farm business for which you Medium 
prepare farm accounts. 
Large 
Total |. 
! For official 
< , County use 


3 


Counties in which farms to which 
this reply relates are situated. 





From here on please distinguish between data you handle and 
data you do not handle but believe to be recorded. 


Of the total number given to item 4 


above give below the approximate . Additional - 
number for which the trading account data you | 
is supplemented by the following Data you believe to 
information . handle be recorded 


Quantities of produce sold 


Outputs expressed per unit (e.g., 
acre of crop, per cow). 





Data for gross margins of the main 
enterprises (see Note B) ' 


BLA LL sd 


Allocated total costs and calculated 
enterprise net margins. - 


10 | 


Notes on questionnaire 


. A. (Items 1 to 3). Approximate size groups are as follows, on the . 


basis of the manual labour.force manning the farm in terms. of 
man equivalents including the farmer: : 


Small — one but under two full-time men (1.e., a turnover of 
up to approximately £10,000). 


Medium — two but under four full-time men (1.e., a turnover 
of £10,000-/, 18,000 approximately)..- 


Large — four or more full-time men (i.e., a turnover of over 
£18,000). 3 
B. (Item 8). 


A gross margin is defined as the enterprise output for each 
enterprise (e.g., sugar-beet, sheep, wheat) minus the variable - 
costs of that enterprise. 





E < ‘farms in England, and Wales record gross margins; s (i). Itemized bálance sheets. 
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A least profitable, The survey indicated that 16 per: cent, of . keep. two addisioagl types: ‘of iouis information: 


hi 


” 


. a (ii) Records of numbérs of livestock sold. . ' T. 
Regional variation go on zu 


Other types of accounting information are kept only by a: 


- -The most significant factor iate emerges is the i increasing | minority of farmers, but there is a significant regional 


use of these management-oriented farm accounting sys- variation, with. the proportion of farms keeping such 
‘tems as’ one moves south and east -ACTOSS the country. information i a ae as one moves south me east. across 
Farms in the east and south-east have the highest number _ the country. 


+, Of accounting systems recording the items considered, ` ` The, Ministry wod like to express its thanks to all 
us. ‘followed in most cases by thé central and south cee The those who co-operated in the. survey. We are extremely 
| eu a has noticeably low figures for the items. ` ` grateful to the officials and members of The Institute of 

| : Virtually all farmers éither maintain a trading account or. Chartered Accountants. and ‘the Association òf Certified 
E pe one Ste for them. The majority of TREES also. ¿ Accountants for the time iiey gave un to Be in the say 
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„Customs and Excise Views Challenged: 


"By HUGH MAINPRICE, LLB. 07s 
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The ebmient bof grazing rights hes been Well and it indeed; Should not always be followed: In addition, it iS 


M Es - has been decided that they constitute a supply of animal miy view that there'is a regulation i in.the VAT (General) 


'. |». feeding stuffs end are eligible for zero -rating under Schedule Regulations 1972 which is ultra vires and that, if Lam right, 
EE 4 Group T to.the ra dites AP: 19 72." VAT Bulletin No. S. this will lead to an imposition of tax which is unjustifiable. ` 
. Group 5 of Schedule 5 of the Finance Act 1972 exempts 
the making of any advance, or the granting of any credit, 
or the making of arrangements for either such transaction. 
-If I go into a shop and buy goods on extended credit terms, 


-SUPPOSE it must be ane to do «ith A 

and a legal education, but I have always cherished the . 
. belief that Parliament made the law, judges interpreted the 
. law and the function of the Civil Service was:tó administer > 


P. - T know that I-am going to pay the ordinary price.for the 


S AQ probably no legal justification for such treatment but, since, 


the law as so made and interpreted. However, since the -: 


ds plus án'additional C forthe credit which th 
< inception of- value added tax, we have been subjected o iue A O E OS 


«shop is extending to me. It seems to me clear beyond a- 


«7 - statements from the Customs and Excise, like the óne above, peradventure that the shopkeeper is making two separate: 
> + which give an impression, of ‘ultimate judicial authority. “¿na distinct supplies to me. First; he is supplying me with 
+ ¿2 Without going into legal niceties it must be obvious that goods, and secondly, he is granting apexextended credit to 
‘73 — a grazing right is the supply of a service, and the supply of. . “pay for those goods. The first is the supply of goods and 
ae 3 ‘animal feeding stuffs the supply of goods, In effect, what the second is the supply: of a service for which a. charge is - 


the Customs and Excise mean in their VAT Bulletin is that 
they “the Customs and ‘Excise — choosé to treat” this 
particular right as zero-rated, and not exempt: There is. 


- made. However, the second supply i is for a service which is 

. specifically exempted by virtue of Group. 5 of Schedule 5. 
Having said all this, let us consider the Customs pro- 
nouncements on this: matter. In. their original notice 701 


= at the moment it is clearly beneficial to the taxpayer, no. they ide ue O AL] 
‘one is going to challenge the ruling. It will be interesting ^." D gu 
if, at some time in the future Schedule 4. becomes the low ` Where interest? iS charged as Bart of the ias for 
positive tax-rate schedule, to see if Customs change their _ the supply of goods or on an account for the supply of goods 


E i (e.g., on a sale on extended credit terms or on'a department 
RAN x 4^. Store customer account) the total : interest inclusive amount 


Extended credit purchases E _ s. Charged is taxable.’ | CT AE 
^ However, the point I am trying to uic is that the views ` They. have now introduced the word. “usually” Before the. 


views on the nature of grazing rights. 


m Y ^ - of the Customis and Excise on interpretational points'are Word ‘taxable’ at the: end of the sentence-and go on to say: 


“not necessarily correct and the fact that they make them- — > 'Exceptions to this are 0 . Credit agreements made by 


. with an Olympian assumption of infallibility does not alter. ^ traders which give tlie customer a clear option to pay a lower 
; this. I hope to show in this article certain áreas where the D. price after the agreement is made. In these latter circum-* 


. - - Customs view is not, in-my opinion, the correct one-and, | stances the lower pue ds. taken : as the valüe for tax BUD : 


. " - 2 . ? ‘ f : z 
j : A EC Qon : " . y a i " 

£r d ^ ` 
- + M3 hos s = AS y k M. E = at 


^ i T 
- “ 
. š ‘ ^ dis JAS . 4 





m. 






z E "CREE - 
r « ; - ‘ 
A - * = y * . ol M ' 

: i A r H = -> < * Y 

1 " : " * 5 
- E - 
E aa E > i a * n ` x EI - * DIC 
te H i? ` > + SN = . sa 
: .H E . E DNE ELE ads SW a - EA ù 
g” ~ ` 0 7 . 1 M ^ - 3 
, k r à a £ à 
ES 
` = 


à 
> 
~ 
e ^ a 
TAS [ 
4 
1 ~ o : T t 1 4 
A E mn - “ix 1 k - ^ 
4 pee = "oe ral e ` » 
u-. Pie Pe Eig EN + 4 4 prid) s IE, mx t E 
A a P ro» e . - , e + i » 
` a y ry a A me * 
s pa inta Q^ E 
+ Eam 4 ft ve 4 X 
4 UI bal L 
1 yor 
» 


E 
1 ica > , - 








Take: a look around your room and see. You’ve got a 


private bathroom, with radio and telephone exten- 


sions, so you.can enjoy music while you soak; and you 


won't miss that important phone call. : 
Your bedroorii has colour television, and a telephone 


with direct dialling. facility—so you ‘can’ clinch a 


. business. deal without. haggling with a switchboard 
;, operator. Andyourroomisair-conditioned* giving you. 
oa whole roomful of fresh, clean air every 20 minutes, - 


. * ^ 
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- `. ` » ^ 
o, DRD d ` E A - E 


i a a HR iu » 
oW here can you take a bath | 
with your favourite D.J.? T ' 


You have a choice of restaurants to-dine in, with ex-. 
cellent chefs and superb cuisine. Elegant bars for an: 
after-dinner drink. And an informal Swiss Coffee - 
House, serving delicious coffee and light snacks. 


Magnum Hotels.offer you the kind of luxury you won't 


find anywhere else. Come and stay with us soon. If it 
isn'ta special occasion, we'll turnitinto one. - 


*Air-conditioning in Newcastle Magnum i in public rooms only. --. 


/ 


in " Magnum Hotels in Birmingham, Leicester, Manchester & Newcastle, 


Other hotels in the Magnum group are:— 


in roii the Belgravia Royal and the Royal Kensington and the Hotel Codin, Copenhagen. 


MAGNUM YOU'LL REMEMBER US WELL - 


CENTRAL RESERVATIONS: 01-235 0303 or 01-235 5480. 


TELEX: 919465 





MAGNUM HOTELS LIMITED, Menem oue West Halkin Street, London SWIX 8JP | 
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ale Butcher & Co f 


59/62 HIGH HOLBORN, LONDON wciv SEG | 
. Telephone 01-405 8411- 


a- 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 SHH 
Telephone Shipley (STD 0274). 57444. 
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Customs and Excise give neither reason nor aula 
for this statement — perhaps because the statement seems 
patently unreasonable and there da to be no Antona 
for it. 

Let us consider: the first part of the statement which i is 
to the effect that, in the Customs view, tax is usually charge- 


able on the total interest inclusive price in extended credit 


sales and on customer's store accounts. Presumably Customs 
are basing their reasoning on section xo (2) of me Finance 
Act 1972 which states: | 
` “If the supply is for a consideration in money its value shall 
. be taken to be such amount as, with the addition of the tax 
chargeable, is equal to the consideration.’ 


Thus, if I buy an article for £11, it is presumed that the 
value of the article is {10 and £1 is the xo per cent VAT. 
` Applying this to an extended credit sale, Customs pre- 
sumably take the view that the consideration for the supply 
of the goods is the total interest inclusive cost. In the same 
way, if I maintain a department store account and am 
charged interest on each purchase on the account the view 
is that the consideration for the supply of each purchase of 
goods includes the interest element. = 


How long is ‘after’ ? 


Now, without for one moment accepting this view, sup- 
posing that it were to be correct in law, how does the 
position change if there is a clear option to purchase at a 
lower price after the agreement is made? And, in any event, 
“how long after is after? In VAT Bulletin No. 8, Customs 
say: E | | 
. - “This refers to the hire-purchase, credit sale or conditional 
sale agreements which fall outside the provisions of the Hire- 
Purchase Act 1965, but include in their terms an option to 
the customer, to pay a cash price within a specified time, 
usually four or seven days, after the agreement 1s made.' 


But surely, 'after' can mean five minutes after. Suppos- 
ing I purchase a suit on a store credit card. The interest 
charges are such that the total cost of the suit over a two- 
year period.is £60, whereas the cash price is £50. Sup- 
posing before I walk out of the store I tell the salesman that 
I have changed my mind and wish to pay cash. He will 
accept this, and cancel the credit sale note. Does this 
constitute a “clear option to purchase at a lower price after 
the agreement is made’? —. 

To support their pronouncements on reduction in value 


Customs are obviously relying on paragraph 4 of Schedule. 


3 of the Finance Act 1972, which says: 

"Where goods or services are supplied for a consideration 
in money which is to be reduced if'payment is made immedi- 
ately or withir: a specified time the consideration shall be taken 
for the purposes of this Part of this Act as so reduced whether 
or not payment is so made.’ 


Logically, if Customs' original contention that the value 
for VAT purposes includes interest is correct, there is 
some authority for the subsequent application of paragraph 
4 of Schedule 3, notwithstanding that that paragraph was 
clearly meant to cover term and cash discounts. However, 
returning to my purchase of a suit on extended credit 
terms, there must, in such circumstances, be an option to 
purchase for cash and thus the total conéideration would 
be reduced if I paid cash immediately. If the Customs are 
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correct, T transaction would fall within the relief afforded 
by paragraph 4 of Schedule 3 whether or not there was any 
right to.purchase at a lower price after the credit sale trans- 
action had been entered into. 

From what I have said above, it would appear that the 
Customs view on the practicalities of extended credit sales 
have the same effect is as obtained by what, in my view, is 
the correct interpretation of the law, and I am left with the 
feeling that a great deal of unnecessary effort has gone into 
what can only be described as a face saving operation. 


Transport of freight 


“If you have a conveyance of freight. starting at say, Bir- 
mingham, and going right through and out of the country on 
a through contract, that would be zero-rated. If you have a 
separate contract for the transport of goods from Birmingham 
to Southampton,. and thereafter they are going to be 
exported, I am afraid that the Birmingham/Southampton leg 
which is being charged separately is not zero-rated.' 


So said Mrs D. C. L. Johnstone, Commissioner of 
Customs and Excise, at the CBI VAT Seminar on AES sth, 


1972. 


“The article on E endai Transport of Goods in iie 
February/March 1973 issue of the Bulletin (No. 6) contained 
advice about the services provided by freight forwarders. 
Since the article appeared, it has been decided to extend the 
single composite item arrangement, described on the third 
page of that Bulletin, to the services supplied by a person 
acting in the capacity of a freight forwarder to another 

freight forwarder, provided they are of a kind customarily 
provided by freight forwarders and are for the making of 
arrangements for the international transportation of freight to 
or from the United Kingdom. Thus freight forwarding ser- 
vices of this nature are zero-rated, under the composite 
charge arrangement, whether they are supplied to an importer 
or exporter or to another freight forwarder. This arrangement 
is not invalidated if the principal who has the contractual 
arrangement with the freight forwarder asks for particular 
services (within the contractual arrangement) to be charged 
by the freight forwarder to a third party and they are in- 
voiced on the composite charge basis. An example would be, . 
in the case of exports, where the principal asks for the 
appropriate part of the charge for services to be debited to an 
FOB supplier - VAT Bulletin, No. 8. 


It is easy to see that these two statements are mutually 
inconsistent, and it is interesting to consider the law, then 
the original interpretation placed on the law by the 
Customs, and then see how their interpretation has changed 
since April 1972. 

Item 5, Group to, Schedule 4 of the Finance Act 1972 
zero-rates "Transport of . . . freight outside the United 
Kingdom or to or from a place outside the United Kingdom.’ 
This item does not stipulate that the relief shall only 
apply to through contracts, nor does it make any mention 
of ‘freight forwarders’ or persons acting in the capacity of 
freight forwarders. Before Britain entered the EEC where 
goods were 'consigned to the United Kingdom from a place 
in the Commonwealth preference area' they were entitled 
to a preferential rate of duty by virtue of section 2 (2) of 
the Import Duties Act 1958. 

In 1967, J. & J. Colman Ltd imported a quantity of 
mustard seed at Norwich. The consignment had been sent 









E ` 
` Y . ` , 

, 47 NT b 5 ~ - ^ x : m. 
y - - y 


oía Vancouver to ‘Rotterdam and there traris- oe and 

E z ‘conveyed to Norwich. There were separate. contracts from 
' v! Vancouver to Rotterdam and from Rotterdam to Norwich. 

* The. Commissioners of Customs and Excise contended that; 
A there were two separate consignments and in the result the 
£ goods i in question had not been consigned to the UK frorn- 
= a place within the Commonwealth preference area. The, 
Court of Appeal held that as the goods were delivered to'a, 
.  ."* cárrier in Canada with the intention.of continuous transit 
do. to England and that intention had been realized; they had. 
v, been 'consigned to the UK from Canada' within the méan- 

."' 4 ing of section 2 (2) of the Import Duties Act 1958 (Colman 
o (Ff. GF.) Lid v. Commissioners of ee and Excise AOS 
+ . X WER 1288). 


“It seems vary probable that the detona in the Coma 


, i" case would be followed in any dispute as to the meaning of 
[;- the words “Transport of freightto or from: a. place in the. 
= United Kingdom” in item:5, Group ro, Schedule 4 "of the. 

~. Finance Act 1972, and if this were to be so; it. would not. 
^.» > Matter how many contracts there were. 


' Birmingham the test would be the intention when the, 


` ` time, the goods were to be: ‘consigned from Bombay to 


r: Southampton. to ‘await instructions” ‘then’ -theré would 
+ .. probably be liability for tax on the inland journey from - 


` Southampton to Birmingham. But where the importer 
- instructed the shipping company in Bombay to deliver the 
| QS eh to a carrier in'Southampton and contracted with the 
"carrier to deliver the goods;to his residence in Birmingham. 
^it would seem that the total freight would be -zero-rated 
under the principle laid down in the Colman case. 

"This is clearly contrary to the statement made by Mrs 
Johnstone at the CBI semirar, but not with the latest VAT 
+ Bulletin statement if the whole operation. was conducted 
- "by a ‘freight forwarder’. However, items, Group“io does 
“not mention reight forwarders’, and the principle of VAT 
+, is that the tax falls on the relevant supply irrespective of 
| Es whom, or to whom, such a supply is made. If I wish to 

. import goods, in my private capacity, from abroad and make 
- all the arrangements myself, why should I be liable for. 
"VAT on the cost of the. inland ge of the transportation? 


Fa 
" Agreements to hire ^ 


- Regulation 14 (1).of the. Value Added Tax. (General) 
M ade o 1972 states: ` | 


“Subject to paragraph (2) af this regulation, hide Bonds 


". -7 shall be treated as being successively supplied on. hire for 
.-, Successive’ perts of the period of the agreement, and each of 
the successivz supplies shall be treated as taking place when a 
. + payment under the: agreement is received of.a tax invoice. 
7., relating to the supply i is iss "us by the supper whichever i 18 
2. the earlier.” | 
AE on the Commiss:oners of Customs and Excise 
d E 7 (8) of the Finance Act 1972 which empowers. 


- the Commissioners to make regulations with respect to the 


‘cases : where. goods are süpplied for a consideration the 
, whole or part of which is ne or payable periodic- 
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If goods were being transported from Bombay to." 


"- goods were delivered to the carrier in Bombay. If, at that: 
.element in the ordinary way. But a private individual or 


are or have been supplied under an agreement to hire, they - 


time at which a supply is to be treated as taking place in ` 
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ally. It is interesting to: note that the Pub refers to 
goods which. are, or have been, supplied, whereas the 
enabling provision only empowers. the Commissioners to 
make regulations in respect of goods which are. supplied: 
. Now, section 47 (1) of the Finance Act 1972 stàtes quite 
clearly: that “Tax shall not be charged on any supply or 
importation taking place before- April rst, 1973. But 
regulation -14 (1) purports to apply the: tax to payments 
made on goods which have been: deidad long before tiat 
. date. 
~ If I had rented: a radiogram ora refrigerator i in. 1970," the 
rental. payments would have been calculated to take into 
account the purchase tax element in the cost of the article 
‘rented. In addition, by any ordinary canon of construction; 
the goods were supplied to me three years before the VAT 
| legislation came into force. Nevertheless, if regulation 14 is 


-" 


intra vires, I am required to pay VAT on my: rental pay- 


ments, made after April ist, and part of that VAT will be 
directly referable: to another tax payment which I have 
made. 

` Of course, if Í am a aab person. and the goods in 
question. have been hired: for‘the purpose of my business, 
as say office furriitute, I would be able to recover the VAT 


an exempt insurance company renting a computer will have 
‘to suffer an increased cost. It is felt that if Regulation 14 (1) 


“were to be challenged in Court, the words ‘have been’ 
| before oe word : ee would be held to-be ultra vires.. 


Vital understanding | mac 


ln 


. I have tried to show, in the three-instances above, ` points. 


of interpretation of VAT law. which may well cause 
problems for accountants and lawyers in the future. From 
the accountants' point of view the necessity of a clear 
. understanding of VAT is vital. In their capacity as auditors 
‘they will have to examine their client's VAT accounts and, 
“indeed, one of the documents which the Customs may 
well wish to inspect will be the:auditor's report. At the 
same time all small and’ most medium-size businesses will 
need guidance on their VAT affairs which ney will seek to 
y obtain from their-accountants.. ^." 

In the next year or so there will be: many areas of doubt: 
and dispute before the tax settles down. Despite what Mr. 
Barber said, in his Budget speech in March 1972, VAT is 
not-a simple tax, and I can think of no better illustration 
of this fact than by quoting paragraph 93 of Customs and 

Excise Notice: 700 which is headed "Calculation. of tax per 
unit or per article’: ` A 6. 7S 

‘Where a supplier wishes to calculaté amounts ol tax per 
unit. or per article, e.g., for use in price lists or machine 

“accounting, the amounts should be calculated to four places 
‘of decimals and may then be rounded to three places of deci- 
mals, i.e., to the nearest £0-001, provided that the rounding 
is on a consistent basis. Or if this would cause accounting 


|. difficulties, the supplier may round tax per unit or per article 
This regulatic don pora to be gie under Ges powers ' 


to the nearest penny or half penny; unless that- ‘method of 
rounding on a particular unit or article would result in “nil” 
tax, in which case he should round up to the next penny or 
half penny. __ pt 


*Well! I've often- seen'a cat without a grin”, thought 


Alice; ‘but a grin without. cat! It’s the most curious thing 
I ever saw in 2 life | P | 
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Is Your DP Department 


- 


pon ae the past decade or so the data processing depart- 
ment has been the sacred cow of many industrial and 
commercial establishments, so much so that many -other- 
wise shrewd and erudite managers have become so im- 
mersed in paper tape as completely to lose sight of the job 
that the department is actually supposed to do. This 
phenomenon has aroused comment from many writers 
over the years, most recently from Mr F. Warren McFarlan, 
Associate Professor of Business Administration at the 
Harvard Business School, in an article entitled ‘Manage- 
ment Audit of the EDP Department! which appears in 
the May-June edition of Harvard Business Review. — ^ 

The author looks at the DP department both in terms of 
the size of the resources allotted to it, and of the allocation 
of those resources among different projects. He divides 
the article into four sections: the first looks at the manage- 
ment control process relating to DP activities; next, he 
looks at the questión of resource allocation. Section three 
deals with operations and technology management, while 
the final section deals with project management. 


Management control 


Management control as applied to the DP department is 
no different really from management control as applied to 
any other department; just, perhaps, a little more 
neglected. It requires a periodic review of the performance 
of the department. More than this, it requires some idea 


of what the expected performance of the department should : 


be, so that some form of variance analysis can be applied. 
It requires some method of monitoring the projects in 
operation, and evaluating these in terms of the costs and 
benefits which apply to the various user departments. 
The latter can be fairly complex. The advent of multi- 
programming, whereby several jobs are simultaneously 
held in computer core, although as yet only one at a time 
can actually use the central processing unit, can make it 
difficult to calculate how much processing time any one 
job is actually using. Fairly complex software may be 
necessary to overcome this problem. One must also decide 
on how the often very substantial overheads of the depart- 
ment are to be allocated; should they be absorbed as 
corporate overhead and possibly allocated to departments 
irrespective of use, or should they be added to variable 
costs and charged out on a usage basis? The former method 
may engender resentment among departments which are 
non-users of DP activities, while the latter method may 


. discourage departments from employing DP facilities even 


- though the benefits from so doing exceed the marginal 


costs — causing under-utilization of DP resources, and 
inefficient use of resources elsewhere. 


i 


Really Worth It? 


The resource allocation problem arises largely due to . 
lack of co-ordination between the various DP user groups, 
which itself may be endemic of the divorce between the 
DP department and its clientele. As a result, users tend to 
define their needs on a piecemeal basis, without really 
considering an overall DP plan. This problem could be 
attacked by establishing machinery for formal planning of 
the use of DP resources, encompassing the DP depart- - 
ment itself and all users and potential users of its resources. 


The aims of the DP department should be congruent with 


the overall aims of the company, and should be concerned 
with developing a balanced portfolio of DP activities.. 
Operations and technology management is a subject 
which at best is relegated to the lower echelons of the 
management hierarchy, and at worst is ignored completely. 
From the point of view of technology, it is fairly common 
for new bits and pieces of both hardware and software to 
be added willy-nilly without any real regard for planning. 
an efficient configuration of equipment. It may be more 
sensible to view all future purchases in terms of their 
interaction with existing facilities, and to hold periodic 
inventories of all hardware and software to see whether any. 
additions or deletions would be advisable. From the point 
of view of operations, it would appear wise to set an agreed 


system of operating standards, covering such factors as . _ 


turn around time, ancillary services, and so on. 


Consultation 


Project management often falls down because of lack of : 
consultation between the DP department and the users. 
The former may. proceed merrily to design a system which 
suits themselves in spite of the needs or otherwise of the 
latter. One can only stress the need for continuous consulta- 
tion, and the assignment of at least one member of the user 
department onto the project design team. Within the DP 
department itself, common standards should be set for the 
design of projects, covering such aspects as flow charting, 
programming techniques, and documentation. The project 
time-table should be planned in advance, if necessary using 


' critical path analysis, and controlled during its design stage 


in terms of the time and money devoted to it as against 
plan. It is stressed that the most important factor arising - 


from an audit of project management is any lesson which 


can improve the management of future projects. 
In conclusion, there is still a tendency for management - 
to be overawed by the still-prestigious toy known as a ' 
computer. This is merely a plea for managers to regard 
the DP function, as they would any other piece of capital 
investment, and to subject it to'the same rigorous 
appraisal techniques. | 
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by RICHARD BAILEY 


(Tu process of harmonization to give the nine members 


of the Ccmmunity a common background of econcmic,. 


commercial and social procedure and practice, raises a 
growing list of problems. In Credit, the quarterly review 
of the Credit Houses Association, Mr T. A. O'Malley, 
a director of Forward Trust, sees problems for the business 


. and operational efficiency of British financial institutions 


in a draft-directive published: by the Commission last 
July. 

This paper, entitled Draft Directive for the Coenen 
of the Lega: and Administrative provisions for the taking 
up and exercise of the ‘Independent Operator’: activities of 
Credit Institutions, has so far appeared only in'a German 


text, and is now being studied by an EEC panel of experts. 


Although it will be another twelve months or more before 
a revised drzft reaches the Council and several years before 
a final direcuive is agreed and implemented, Mr O'Malley 
believes that action 1s needed now to ensure that the scope 


and intention of the regulations are understood. 


The Finance Houses Association has been advised by the 


Bank of England that the draft directive has three major ` 


objectives. These are (1) freedom of establishment, (2) 


equality of competition, and (3) protection of depos:tors. 


In its present form it would apply to firms which fulfil 
the criteria of having legal independence, taking deposits 
and granting credit. 

The proposed regulations would set up a framework 
within which finance houses would have freedom of 
establishment throughout the EEC. Unlike British legis- 


‘lation, which affords protection to depositors by requiring 


‘the 


disclosure of information relevant to investment 
decisions, the EEC draft directive would provide a signi- 
ficant measure of external control over solvency and 
Figur 


24 New Oficial Publication .. 


"TRADE AND INDUSTRY, the DTI weekly journal, which many 


readers will remember under its old name The Board of 


Trade Journal, is now publishing a monthly supplement 
entitled European Communities Commentary. 'The second 
issue, whica appeared :n Trade and. Industry in July, 


contained tke English text of the explanatory memorandum - 


setting out the Community approach to the. GATT 
multilateral trade negotiations due to be launched at the 
meeting of ministers in ''okyo in September. 

The negotiations, on the basis of the memorandum, 


- will be the zesponsibility of Sir Christopher Soames, EEC 


Commissioner for External Affairs. The memorandum, 
' which runs to six chapters; states clearly that the prospects 
for successful trade negotiations depend on 'the establish- 
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ment of a fair and durable monetary system’ based on the 
principles agreed at the Paris summit meeting last October. 
It also emphasizes the point that nil tariffs are not a 
Community objective, as they would weaken the preferen- 
tial trading position of members within the EEC. 

The memcrandum considers that the negotiations 
must have an agricultural content to be comprehensive. 
This is a view which will be shared by the Americans and 
Commonwealth primary producers who feel aggrieved at 
particular aspects of the common agricultural policy. 
Nevertheless, -t is made clear that the CAP is not negotiable 
either in its main principles or in its essential machinery 
such as the system of levies. Points on which concessions 
might be fortE coming are the granting of export subsidies 
by the EEC; tae possibility of setting up global rather than 
Community a-rangements for some products (grain, rice, 
sugar, dairy products); and the negotiation of rules for the 


organization o. the market for other farm products. 


Looking towards the. developing countries, the Com- 
munity is prepared to reconsider the system of generalized 
preference (G5Ps) provided other industrialized countries, 
particularly the United States (which has not yet intro- 


. duced GSPs) Jo the same. 


VAT Standardization 


Tur COMMISSION has tabled a proposal for standardiza- 
tion of the VAT assessment basis so that it is applied by the 
same methods to the same operations throughout the 
Community. "his would be a preliminary to the harmoni- 
zation of rates which currently .differ — sometimes ex- 
tensively — frcm one country to another. 

Standardizetion 1s also necessary for fair collection of the 
Community's own resources from 1975, when the Com- 
munity budget will receive, in addition to levies and 
customs duties, a share of up to 1 per cent of VAT revenue 


in each country. 


The Comraission proposes that the scope of VAT 
should be extended to all production and marketing 
operations, including provision: of services and the 
professions. 

A. list of exempted operations would include education, 
medical care and cultural activities. In Britain, where 
essential procucts are totally exempt from VAT and. 40 
per cent of consumer products are untaxed, the existing 
system could be maintained for some time. However, 
companies beaefiting from thís exemption would be asked 
to declare their turnover so that account can be taken of 


‘it in calculating British contributions to the Communitys 


Own resources, - 
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THE COMMISSION, in a report to the. Council, has suggested 
| a number of changes in the tax system for holding com-- 
panies in Luxembourg. The Commission. distinguishes . 
between two types of holding company: | 
(a) financing companies formed by an industrial company 
in a country where there is. high taxation at source to 
issue-loans in countries where there is no taxation at 
source; and - 
(b) basic companies formed by companies ma their 
‘assets to a holding company they control which collects 
- their income. 


In (a) the only remedy, the Commission Eid. is harmoni- 
 zation of the svstems of taxation at source, which differ 


greatly from one ; country to another and are sometimes non- ^ 


. existent, as in Germany, the Netherlands and Denmark. 
'The Commission points out that this harmonization is on 
the Council's programme for the achievement of economic 
and monetary union. 

The companies of type (b) represent a phenomenon that 
has spread widely in Luxembourg and other countries. 
_ The number of basic holding companies in Luxembourg 
has increased from 1,260 in 1962 to 3,198 in 1972. They 
‘are even more-numerous in Switzerland and Liechtenstein 
(10,000 and 20,200 respectively). 

The Commission suggests : 

(i) development: of co- -operation between tax authorities; 

(11) application of taxation at source to dividends distri- 

buted by holding companies within the Community; " 

(111) application within the Community of high taxation at 

'. source on interest and royalties paid to companies 

that pay little or no tax on such income, so that this 
income is taxed when its source is in the Community; 
. .and 
(iv) introduction in. member states: of provisions based on 
Belgian legislation, which establishes a presumption 
of tax evasion-and reverses the burderi of proof on the 
tax authorities. 


Energy Policy 

THE PRODUCTION and use of the fossil f (coal, oil and 
natural gas) has suddenly achieved a high policy priority, 
particularly in the United States. The European Com- 


munity is not committed by the Rome Treaty to adopting . 
a common energy policy, but the growing problem of. 
_ maintaining supplies, especially of oil, at prices that do not 


involve crippling balance of pun costs, is forcing the 
' pace in this direction. : 

. The -Commission has prepared a O document 
setting out priorities for action, which was discussed by the 


Council of Ministers on. May 22nd. The Community d 


¿position is conditioned by three new factors in the energy 


^ Situation — the greatly increased market power of the oil- - 
producing countries grouped together in OPEC; the rise. 


in, American imports of oil and the effect of these on the 
world market; and lastly the declaration at the Paris Sum- 


mit of the need to formulate an energy policy to 'guarantee - 
certain and lasting supplies under satisfactory economic . 


conditions'. 
-In. the event, the. Council of Ministers d essi a great 


.deal.of time to the system of aid for coking coal and only: 
looked. ur àt the wider problems. The Nine are c 
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divided, vii F rance e intervention in the energy 
market and wanting to adopt a Community bargaining 


solutions. 


"The UK, with North: Sea oil and gas in iie dita: aad os 
responsible for half the Nine’s coal production, is in a. 


relatively fortunate short- to medium-term position. 'The 


next move is now with the Commission, which has. to- | 
, submit.specific proposals to the Council by the end of the ` : 


year on the following points: 


(1) ways and means of co-operating with fuél importing and 


exporting countries; 
- (2) organization of a Community petroleum market; 
(3) fostering the use of nuclear energy; 
(4) the future role of coal in the Community; 
(5). use and optimum utilization of natural gas; 


(6) problems of environmental protection involved ina 


Common energy policy; 

(7) the "rational use of energy and the promotion of scietis 
and technical research and dba seis on new sources 
of energy. 


Public Süpply Contracts E 


"THE COMMISSION has submitted to the Council, in accord- 


ance with article 149 of the Treaty, amendments to its 
proposed directive of March 15th, 1971, 
procedures for concluding public supply contracts. 

These amendments mainly provide for raising the 


threshold from which the directive is applicable from - í 
60,000 units of account to 100,000 units of account.. The 
Parliament had wanted this threshold raised to 200,000 : * 


units of account. 
In.submitting the new proposal to the Council, -the 


Commission called its attention to the final declaration of : 


the conference: of heads of state or government held in 
Paris, which stressed the importance of 'the progressive 


and effective opening up of public sector purchases', and 


to the decision taken by the Council of Finance Ministers 


‘on October 31st, 1972, to reach a conclusion on the. pro- 


posal in question, as soon as possible. The idea underlying 
this proposal for a directive is to contain the discretionary 
powers of authorities within sufficiently strict: bounds to 
prevent arbitrariness from occurring in the choice of 


co-ordinating , 


successful tenderers for public contracts and thus induce .. 


national authorities to base their decision at this stage on 


“economic considerations alone. - 


To this end, it is proposed: 


(a) To arrange for: advertising suited.to the type of 7 


contracts and the way in which they are awarded ; this 
will consist of: 


(i) publication in the Official Journal of notices stating ) 
the administration’s intention to award contracts for or 


above a certain amount (threshold); and 
(ii) drawing up .of a detailed specification and other 
documents relevant to each contract, 
(b) To remove any clause having a discrimination effect 
as regards technical specifications for any items 
covered by the contract. 


(c) To establish objective criteria which will ensure that ean 


"suppliers who satisfy these criteria really do. have 
access to the markets. . 


` position. with the OPEC states, and the Federal Republic -_ 
and other ‘countries which continue to rely on market " 
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Trade Winds Still 
Veering 


From Our Nevv York Correspondent 


ORKING on the principle that it's an ill wind that 
blows nobody any good, Administration policy- 
makers have recently been putting a brave face on the 


~ unexpected fall, by some 10 per cent, in the value of the 


dollar since adoption of the “floating standard” in March 
this year. 

Under-secretary of the Treasury Paul A. Volcker, has 
been pointing out that, as against currencies such as the 
Canadian dollar and sterling with which the United States 
conducts three-quarters of its trade, the United States 
dollar has succeeded in retaining its purchasing power. Mr 
Herbert Stein, chairman of the Council of Economic 


Advisers, recently argued that the devaluation of the dollar | 
, had headed off the revival of protectionism in America — 


and offered the promise of a more open world economy. 


Float or sink? 


. None of this comforting talk helps international traders nor 
. their financial advisers in grappling with the day-to-day 
problems of doing business in a floating — lately, in fact, a 

sinking — unit.of exchange Multi-national companies have 
` been obliged to adopt complex reserve accounting tech- 
niques to allow for fluctuztions of the dollar. "The leading 
' New York bank has explained that it now revalues its 
foreign investments each month to reflect current rates of 
exchange, applying the net changes to a special reserve that 
will be maintained until more stable exchange rates return. 

While business thus waits and watches, the authorities 
are struggling to establisa new trade patterns that will 
revive the strength and stability of the dollar. One of the 
Nixon Administration's most important proposals, pre- 
-“sented long before the Watergate White House Horrors 
became such an absorbing distraction, was a trade Bill 
.intended to broaden the President's authority in the negoti- 
ations that will open later this year. It would give him 
. discretion to raise as well as lower tariffs in order to obtain 
" better terms from other nztions. 

Thanks more to Congressional and labour support than 
to any magic in Administration strategy, the chances are 
that the House of Represertatives will pass a measure — and 
possibly see its acceptance by the Senate — soon after the 
end of the present (August 1973) Congressional recess. 
Chairman Wilbur D. Mills of the House Ways and Means 


. Committee, which must tzke the initiative in such legisla- 


tion, has left no doubt of his enthusiasm for a new inter- 
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national trade charter. The vital need is to resolve the wide 
differences even among those who generally agree with his 
point of view. 

Businessmen are most concernéd about the non-tariff 
barriers that obstruct American exports. These affect 
products ranging from heavy chemicals to pre-cooked foods. 
Whisky distillers complain that bourbon and rye are handi- 
capped by the proof-gallon method of measurement, and. 
that Scotch receives an unfair advantage under this system: 
Similar grievances are aired by other traders. 

Officials are meanwhile doing all they can to strengthen 
the hand of American negotiators in what used to be 


- called the Nixon Round — the series of trade discussions 


that will pick up where the Kennedy Round left off. The 


‘major objective is to give maximum flexibility to. the 


Executive in strengthening the balance of trade, which has 
improved since the first dollar devaluations but is still 
running at an annual rate of deficit equivalent to nearly 
£1,000 million. 

This objective no longer commands great loyalty in the 
Congress, particularly now that the Executive has started 
using its existing prerogatives in curtailing agricultural 
exports as a way of alleviating the domestic food scarcity. 
Yet Mr William D. Eberle, the Administration's Special 
Representative for Trade Negotiations, was recently 
quoted in Business Week as saying he was so' pleased with 
the progress of the trade bill that ‘it scares me’. 


Labour viewpoint 


The trade unions hold yet another viewpoint. Because of 
fears that imports are costing jobs, they are pressing for the 
introduction of a wide-ranging network of quotas that 
would be automatically triggered whenever imports began 
to threaten domestic production. They are also trying to 
restrict foreign investment by American companies. 

The most controversial part of the union package is the 
proposal that the existing double taxation remedy embodied 
in the credit for foreign taxes paid by American companies 
be changed into a mere tax deduction. T'he National Foreign 
Trade Council has concluded that this 'reform' would 
raise the effective tax rate on the foreign income of Ameri- 


.can companies operating in Britain and other industrial- 


LN 


ized countries from the present range of 45-56 per cent to a 
crippling 71-77 per cent. As well as greatly complicating 
the tax planning of multi-national companies, the effect 
would doubtless be a sharp reduction in foreign invest-" 
ment, probably accompanied by lower exports and fewer 
jobs in growth industries. 

The outcome of this many-sided conflict remains to be. 
seen. Meanwhile, however, negotiations are already under 
way in Geneva to determine how far — if at all - America 
should be compensated for the new penalties imposed on 
its exports as a result of Britain's entry into the Common 
Market. This adds urgency to the problem, and strengthens 
the case of those who have been arguing that now is not 
the time to tack a basic reversal of tax policy on to the effort 


.to improve America’s export performance. 


There is also the extreme practical difficulty of drafting 
complex new legislation at a time when the law-makers 


"are preoccupied with investigations ranging from local tax 


offices all the way to the doors of the White House. 
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HOSE who claim to be able to judge 

a company by the order and style 
in which the chairman's statement, 
directors’ report, profit and loss account 
and balance sheet are set out may find 
International T'imber Corporation's latest 
annual report interesting. The chairman's 
statement by Mr Robert Law, F.c.A., 
comes on pages 4 and 5 with a turnover 
on to 6, and the profit and loss account 
and balance sheet not until pages 16 
and 17. 

'The chairman's statement is separated 
from the beginning of the statutory 
report by three pages of colour pictures. 
Page ro is the notice of meeting and 11, 
directors and officers. The report of the 
directors covers pages 12 to 15. Before 
Mr Law's statement beginning on page 
4 are the contents page, a page on 
“Sphere of operations' — which is a short 
description of the group and its operations 
- and a page showing financial high- 
lights. 


Performance 


According to the pundits, the chair- 
man's statement early in the report 
(complete with photograph) is supposed 
to signify extrovert tendencies. Mr Law 
is certainly no blushing violet but he has 
reason enough to be proud of the per- 
formance of International Timber since 
the present group was formed through 
the merger of the Gliksten and Horsley 
Smith and Jewson organizations three 
years ago. Financial highlights show the 
record this way: 
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International Timber's 
Financial Efficiency 





Mr Robert Law, F.C.A. 


International 'Timber’s origins can be 
traced back over 100 years, but the 
group is now a broadly based one of 
autonomous companies with a divisional 
structure engaged in the manufacture 
and distribution of wood, wood products 
and building materials. Forestry opera- 
tions in Central America and West 
Africa provide exports throughout the 
world, and in the UK there is a national 
distribution service as well as specialist 
and manufacturing services in softwoods, 
hardwood, plywood joinery products, 
building materials and veneers. 

International Timber Corporation is 
the parent company owning 100 per cent 
of the share capitals of J. Gliksten & Son 
and Horsley Smith and Jewson, each of 





Thirty-nine Fifty-two Fifty-two 
weeks to weeks to weeks to 
March 31st July 1st July 3rd 
1973 1972 1971 
£000s £000s £000s 
Sales to external customers 52,215 56,351 58,676 
Trading profits 5,468 3,677 1,880 
Profit before taxation 5,254 3,403 1,463 
Profit after taxation 3,132 2,046 852 
Ordinary capital and reserves 17,097 12,766 10,079 
Earnings and dividends per 
Ordinary Stock Unit 
Fully diluted earnings 27-7p 21-1p 10-3p 
Dividends 5-39p 9-75p gross 8-33p gross 
Related tax credit 2-31p — = 
Dividends and tax credit 77p 9-75p 8-33p 


which is an intermediate holding com- 
pany with subsidiaries. Group companies 
are organized into divisions. 

Note 7 to the accounts explains the 
position regarding Ghana. ‘The directors' 
report states that the directors are 
satisfied that substantial profits were made 
in Ghana and the view is taken further 
with the statement that 'Payment of 


£450,000 of the amount due has been . 


made to the Bank of Ghana and is await- 
ing release of sterling funds some of 
which are now being received.' 


Expansion 


Mr Law rightly makes no apologies for 
the size of profits and emphasizes the 
necessity for profits of the 1972-73 
order to be earned so that substantial 
expenditure on new plant and machinery 
and other developments required for the 
growth of business and stability of 
employment can be carried out. In the 
39 weeks, total capital spending was just 
over £1 million and double that amount 
is envisaged this year. 

There are three main expansion chan- 
nels. One is the expansion of distribution 
facilities by acquisition of strategic 
branches, another the development of 
manufactured product divisions by in- 
creased plant and broadened product 
ranges, and the third an expansion of 
business to the EEC areas. Coupled 
with this expansion policy is a need to 
train future management. There are 
76 directors of operating companies in 
the group with an average age of 48 and 
a great number of them began their 
business careers in group companies. 

In stark contrast to the number of 
directors of operating companies is the 
number of directors on the International 
Timber Corporation Board - Mr Law, 
chairman, Mr Ronald Groves, C.B.E., vice- 
chairman, and Mr Douglas Hillas and 
Mr Roger Hine, executive directors — 
just four. 

Clearly the system of a small functional 
main policy board at the head of a 
divisional and operating companies struc- 
ture works decidedly well. 
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UDGED bi the most generally 
followec Indices, the stock market 


. reflects considerable concern in in- 
vestment circles on the subject of 


the United Kingdom's economic future. , 


- That, however, is not necessarily a 
.true conclusion at a time when there 
are many more reasons for keeping 
money out of the stock market than 
there are for putting itin.  . 


On the assumption that Phase lll . 


is going to 23e a matter cf control by 
imposition rather than operation by 
agreement, 
is going to be no easement in dividend 
curbs. And since the general view is 
that industral earnings may come 
under severe pressure, Phase lll or 
no Phase lll, there 
reason for supporting equ ties even at 


prices at their lowest point of the - 


year. 


FACTORS - 


. This may be a decidedly narrow view 
to take of. the equity market, but 
narrow views count. Investors usually 
look at one or two main factors at a 
time and rarely at the broad view of 
events. Dividend control and pressure 
on profits are two factors which 


' keep money out of equities, and when 


it is difficult to find one factor let 
alone two of equivalent force working 
‘the other wav, the two bzar factors 
‘count. . 

` This does not alter the point that 
-some time in the future, for reasons 
now unknown and unforeseeable, in- 
vestors will be falling over themselves 


to buy the shares they now ignore at 


prices. anything up: to 25 per cent 
higher than they are now. 


DIFFICULT: 


Equally, it is difficult to outweigh 
the one bear factor in the gilt-edged 
market with any combination of bull 
factors. The ore bear point is that as 
irterest rates rise it becomes in- 
creasingly difficult to suggest a point 
at which the rise is going to level off 
let alone turn down.- On that basis 
money will stay out of ailt-edged 
stocks and earn its attraciive corn 


t 


"e 


then presumably there | 


IS no pressing. 


THE 


_in short-term deposits where interest 


rates are high and where capital is not 
lost. 

Both.in the equity and the fixed 
interest markets, therefore, the stock 
market is showing the worst of the 
reaction to current events and none 


of whatever hope there should be of - 


any improvement in them. Even hope 
is at a decided discount at present. 


‘MISTAKE 


Rarely has the Bank of England come 
under such attack as it has done lately 
in criticism of its past failure, as some 
people see it, to present the City’s 
case to Westminster. Some who 


. greeted “competition and credit control’ 
in 1971 as the beginning of a great 


new and shining era now recognize 


it belatedly as a Bank of England. 


mistake. . 
Competition and credit contro! was, 


. of course, just about the last of the 


Government-sponsored moves into the 
‘free market’ economy. It will pre- 
sumably be the last to be given the 
‘U-turn’. treatment. Certainly, control 
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of credit by price has meant no control 
at all: 


PROSPECTS 

Optimism in the ranks of invisible 
exporters is tempered by apprehension 
about the effect of international cur- 
rency fluctuations on earnings. The 
Committee on invisible Exports has. 
recently concluded a survey of pro- 
spects and has found that ten out of 
thirteen. sectors are more optimistic 
than a year ago on the prospective 
level of overseas earnings, and that 
nine out of thirteen are more opti- 
mistic about the future as a whole 
irrespective of overseas earnings speci-' 
fically. ` 

Apprehension on the subject of 
international currency fluctuations 
does not necessarily turn on the 
extent of the fluctuations themselves. ' 
Such changes can, in fact, prove 
profitable, But the fear is that cur- 
rency confusion will lead to re- 
imposition of foreign. exchange 
controls and controls on capital move- 
ments. 


Rates and Prices 


Closing prices, Tuesday, August 28th, 1973 


Bank of England Minimum Lending Rate 


Money Rates 


Mar.23,1973. .. 84% May18,1973 .. 72%  Daytoday.. 8 —103% Bank Bills 
April 13,1973 .. 8% June22,1973 .. 74%  7days .. 103—1034% 2 months 141—13176 
April19, 1973 .. 81% July20,1973 .. 9% Fine Trade Bills 3months 143-134% 
.May11;1973 .. 8 96 July27,1973 ..114% 1month .. 152-144% 4months 1431-134% 
‘ 2months.. 151—144% G6 months 143-134% 
3 months.. 154-141% 
Finance House Base Rate 
August 1st, 1973. 9% Three Months" Rates 
Local authority deposits * .. 14 -143 
: r Local authority bonds .. 131-123 
FT Industrial Ordinary Index . Sterling deposit certificates . 143-143 
August 28th, 1973. 413:2 Euro-sterling deposits .. 153163 
i i Euro-dollar deposits . 111-112 
Treasury Bills Foreign Exchanges 
June22 .. £6:9945% July27 .. £10-8915% New York ..^ 2-4575 Frankfurt .. 6-0700 
June29 .. £69586% Aug.3 .. £10-7800% Montreal .. 2-4657 Milan . 1392-00 
July6  .. £6:8587% Aug.10.. £10:9076% Amsterdam 6-6400 Oslo 13-8250 
June13 .. £6:9462% Aug.17.. £10-9520% -Brussels .. 92-8500 Paris 10-6700 
July20 ... £8-3772% Aug.24.. £10-9754% Copenhagen 14.2700 Zúrich 7-4800 
Gilt-edged . 
Consols 4% .. 345 Treasury 9% 1994 .. vi .. 832 
Consols 24%.. 224 Treasury 84% 84-86 ae va ue O84 
Conversion 314%  .. 31$ . Treasury 84% 87-90 s 783 
. Conversion 51% 1974 .. a 2s 96i Treasury 64% 1976 ^" .. pto s 904 
Funding 34% 99-04 i " " 36% Treasury 31% 77-80 y "n a 694 
Funding 54% 78-80 s 220 a. 76% Treasury 34% 79-81 25 i Js 663 
Funding 514% 82-84 71$ Treasury 5% 86—89- T sep. T ¿99 
Funding 53% 87-91 634  . Treasury 54% 08-12 $5 y» vá 50 
Funding 6% 1993: .. 604 Treasury 23% ce A 223 
Funding 63% 85--87 718 Victory 4%  .. " s M .. 96%. 
Savings 396 65-75 T 893 War Loan 33% pgs UDG o m 313 
Retail Price Index (Jan. 1962=100) " 
Jan. Feb. Mar. April’ May June July Aug. Sept Oct. Nov. Dee. 
1971 147.0 147.8 1490 152-2 153-2 154-3 155.2 155.3 155-5 156-4 157-3 -158-1 
1972 159-0 159-8 160:3 161.8 1637 164-2 165-5 166.4 168.7 168-7 1693 1702 
1973 171-3 1724 173-4 176.7 178.0 178.98 1797 ` 
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fm Valuers of Industrial Properties e 


Plant and Machinery E |. 


i Fire Loss Assessors. p 
A 20 Hanover Square, London wir 0AH Tel. 01-629 8171 i a 


Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 AMI 
g Hereford: 14 Broad Street, Hereford Tel. 0432 3087 | 
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TW. MCRAE, G.A. 


prs . In the beginning darai digital computers were: 


machines was carried out by mathematicians. The most 


used solely for mathematical and. statistical work,” e 
and so, not unnaturally, the programming of these 


- common application cf computers today is In the field . — 
of commercial data processing, but the myth that a 


uu 
= OM 
^ 


knowledge of mather1atics or even of electronics ls >. 


required before one is qualified to become a program- ` i 


ai mer.1: hard of dying. In fact no preliminary qualifica- 


certaia basic common sense. 


l ‘This little book Is intended for accountants, auditors, . | 
o Bb managers and others who would like to find out what 
programming is about. The book is not Intended as a 


Da >? tlons are required for programming except perhaps a.c 


ace . ‘programmers manual’ but. rather as an Introduction . 


programmer. : l E i 
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.Base Lending Rate 
| Influences 


"m 


HE Custer rise in the clearing banks' base deo dinge 
rate from ro to 11 per cent has inevitably caused further | 


, falls j in British funds and equities. At beginning of this 


. week the Financial Times Industrial Ordinary shares index : 


. stood at 414-6, which compares with 528:6.a year ago. . 
_ At 64 36 the FT Government Securities index j is also near : 


the year's low. and compares with 72:23 a year ago. . 
'The high cost of borrowing i IS now seen as the principal 
factor affecting market prices, with the adverse. balance * 


‘of payments and fears of Phase Three in the counter-, . 


inflation programme as only secondary in importance. | 
^. International oils have been very dull on fears of a major. 
confrontation with the Libyan. Government -over its 
demands for 51 per cent state participation, "while South | 


‘African golds have been quiet with prices drifting lower . 
. in line with the fluctuations in ‘free’ bullion. Onl 


-shares have remained relatively steady. ` . 
Below is a selection of British funds and fixed interest 


Si stocks. 


Treasury 84 per cent 


1980-82 
Funding 62 
1985-87 


Treasury 8i 


- 


, company itself as in the case of Royal. Insurance/ Sterling: 
. Estates and Prudential/Edger Investments. l 


1987-90 


per cent 


- British Funds 


4 


per cent : 


ue 9 per cent 1 994 


wy, 


-— 5 


- percentloan 1980, 


Courtaulds 7 per cent debenture ^ Et 


1982-87 - 


£C 


^: National Westminster Bank 84 ' 


- Yield - 

Price . . (flat) 
87 . 9-86 

| 71. 534 
79 “10:67 


83 ` 11-09 


Fixed Interest Stocks: (Industrial, 


Price 


Coats Patons 7$ per cent loan 


1990-95 


+ Distillers 74 per cent loan 1 988-93 


>, 


“Ordinary a 


. As-stated earlier, property shares remain one of the most 
for steady sectors of the market. There are several reásons. 


Yield 


11:0. 


Pd 


(red'n) High Low . 
11-06... 98 87 
10:82 . 81 71 
21129 9 . 78 
11:36 ^. 95 | ` 83: 
Commercial) - ` 
| Yield 1972-73 
(flat) siga 
10:3 t 105 E 85' 
10-3 .- 92 68 ` 
11:07 84  .68 
«91 


. this. In the early days of large-scale property development, 


insurance- companies and financial houses provided the 
7bulk:of the finance without equity participation; later they... 
_ provided thé bulk of the. finance,with equity participation; 


1 ™ E? 
. 
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ue "ACCOUNTANT: a 


thé’ recent case ET Town “and City Sterling jana: and i in^ 


- 


' several cases previously. 


But there is another factor supporting the share price 
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and that is a property revaluation. Property shares often 


stand at a substantial discount as compared with the value - `. 


of the underlaying assets, but a substantial increase in 


property. values is not without its effect on the share price.. - 
If it is known that there is to be a full property revaluation |. 
-n-a few months’ tinie and fhat the quality of the company's , 


property is high and that some years have elapsed since the 
_ "previous revaluation, there is quite á chánce that the share 


price will begin to move up in Pye panan of some good 


gures. 


"This has, been da of late in the case of Great. 


"Portland and British Land, and it is starting to happen 
in the cases of Amalgamated Investment and Property 
and Samuel Properties. 

The following 1 18 our selection of ordinary shares: 


Amalgamated Investment 


- and 
shares 


British Land 25p. shares , 


' Samuel 
- shares 


Land Securities 


ri 


Property 


25p 


Properties 25p 


shares | 


.5Op 


thee 


: Price 


-— 


Yield 


PJE 


Ratio 


49 


43-6 


YP roperty Amalgamated JWiVasimsnt and. Property 


375 


1973 
High ¿Low 
104. 69^ 
185 - 132. 
240- “166 
227 


7157 


mes 


This is a major property company | which owns Grand 


` Junction and has extensive developments in hand and in `: 


prospect, particularly the Hay's Wharf. project. It owns 


. 30 per cent of the equity of Army. and Navy Stores and is. * : 
currently in the news because of the bid'for that company’s ` 


shares ‘by House -of Fraser and the, implications" for 
“Amalgamated Investment. . 
- The results are due in November and this year (though 


-not.every year) a full revaluation made at March 31st 


"will accompany the accounts. The shares are moving up in 
anticipatión of the results and revaluation.. 


British Land. 


. For the year ended March 31st the profit seoan of 


T. 


f 


British Land -was unexciting; but the property company’ S 


. Shares are assessed by reference to their assets rather than. : 


their earnings. Net assets shown by this group's balance 


: sheet at March 31st, plus surplus of open market over book. 
^66. -value of certain development properties supplied by pro- 

fessionál valuation, came to 380p per share. 
^ .A valuation in August.of some developments adjusted“ 


.to exclude expenditure and related “costs subsequent.to `` ÉS 


. March 31st, brings the figures to 418p. Excluding the ` 
development surpluses, the shares at- 183p ‘are > selling at- ` 
36 per cent below net worth: "e pes 


Samuel Properties . 


- 2 


i 


> 


" now there is a tendency towards taking over the property This company's shares were selected on 1 November 231d. ` 


at 188p and again on June 21st; 1973, at 225p. They 
rare’ now. 240p. The results are. due in November. 

Then there is the possibility that. a: large ¿property “The company. is å take-over possibility, it has interests in 
company may mop up a smaller property company as in” North > Sea isa along with associates, it has, a 


~~ 
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2? 
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“Sporttolis: cf high. d pioperty and i is active int ed scale” 
*.' developments in this county. mol in. Eto pee 
s Germany: 


"AIL: s SN 


e . The:shares appear to bé moving up'in anticipation c of the 


E next annual "port and propera revaluation, P a 


oe 
` eros 


Land Securities A 4e eL ee ee 


This j is the property. ‘piarket leadér.. For the year: ended: - 


us E ; March grst last, aa after tax were £9 50,900 abead at. 


. + EM 


= am o -Oné of the advantages of the. Surinvest - 


ie o . Income Trust. The investment objective 


x / sal. those" ‘taking advantage of their | 


gt. minds about the short-term outlook for `` 


je d i y advantage “of changing ' circumstances; 
E The managers point out that, Bn 


E D " less cheap than some others or more. 
| "5 marketable (ir which event it is possible - 


tte y 
ES ? + x 
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" 2 z ón “companies. predominantly i in: the UK. 


e ns HIGH dr rátes of interest are not “housé insurance broking ‘company :of ~ 


Noble. Lowndes and: ‘Partners, also. will .: E. 
-be administered by: the:new company. | 


e A - First in thé field. with ds. ipe or con- - 
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T rr Has ben a testing time afer the managers. 
.:of unit-trústs. In their monthly report to . 


Personal lüvestment Maragement Ser-^ 
is. vices. Surinvest Fund Managers said that; all-important. ,Fof 
3 Ta in July. the managers changed their - 


.the market and greatly increased - their: ` - net yield of about 


. liquidity by selling a numiber-of holdings. :: yéars, if the policy should be surrendered `- 
p , While. feeling - that a large. number. of.' after one year, the net yield may be:in the. 
 region.of 27 per cent.-For both standard . 
tate and. higher-rate taxpayers, this is an ` 
attractive form of short-term saving. 


? + shares até fündamentally very cheap, the ` 
. s market has shown a disappointing lack of : 
~:t: Strength." Tke ‘managers believe, how-'' 
a ; ever; that any further marked fall i in the © 
“index could throw up exceptional. oppor- ' 
+ tunities. Cash is available to take advan- 
^ tage of.such: opportunities. : 


“For anyone who i 


- 


;, ing life policy, this i 


‘the premiums have 


Performance Fund is that it is a relatively - capital. After all, 


- ‘Small fund. and, thus the managers Can. need last only, for a year and can then be . 
- started again. Generally, however, for the . 


"change their minds quite quickly to take ` 
"best terms, a nian 


È, . certain shares have been sald, this does 5:5 
...; Bot mean that they were thought to.be |, ;^5. 
v ^ expensive; ‘simply. that they were either . 


 to'sell-large lines at.à reasonable price - 


«despite poor market conditions), or both. Rend ae ‘simply to 


o. 


nm 


‘advise the’ public, 


aa er s x te H E : 
i xd ABBEY LIFE * ASSURANCE co ae intro: > 
; duced a second unit trust, the Abbey. 


trust ‘products. 


“of the new trust'is to achieve a growing - 7 Apart! From the. 


^, income and capital growth for unit holders 
^. through investment in carefully selected, - 


B 
~ 1 ~ 


BS 


D * 
whe 


"particularly attractive: to high-rate tax-' 
páyers. For them, the type of life policy... 
- “linked to: building society invéstment,. 
En reinos a few weeks, ago, ^ much i in x: C à ^ d i 
des: fayour . ` o RI mem E 
MR E; W. PHILLIPS, 
"tract were what is now the Windsor Life” Growth. Assuran ce 
. Assurance Co ahd the Bristol and West 
pus “Building “Sociéty. “Although the rate of 
E : interest paid: by the building society to. 


"the i insurance 'cempany: is not:só high: as . 


financial year., The: 
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"dimit of one-sixth of income to a. qualify- ` 


making up the. balance ~ even if, in: effect,” 


_, fessional intermediaries who,. in _ turn, ‘- 


will provide: immediate’ information and ° "MT EET 
help with the complete. Hill Samuel range-;" Sol, 2 SE * . ES 
. of investment management and. que dis a p 


ment: area, the new..company will serve, ` 
as an additional link between professional | 
e . . advisers and the various services available : 
GP WO 7/ a c^ o —— from the Hill Samuel group. The Hill . 
| a f eS TE. EB o. Samuel Personal Financial Service, which ` 
‘is available in conjunction. with the in-: 


the‘company’s property fund more than `; 
doubled, to £39,813,000 . during its last 


dts growth rate of ir: 2 per, cent al annum. . 
is de ¿ ai © Bee ule Pee. So ge, eee 


- ” 


LI wa 
” 47 
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Agus 30. 1973, 


mn 


' [86 i6 million: At: Mich rt E properties ee 
valued a Shade over the £1,000 million.markét, and: cum. 
~ development properties inchided at cost, the total has. 
risen some 53 per. cent in mor two years from £736 million, 
to £1,126 million. - | 


Diluted net assets per: ‘share’ were 339P. bu are now a 
ins some. quartérs ' tto: be hearer 440p.. Income growth, 
however, may. depend : more: on reversions than, on new. 


“developments... bu DAMES S I NEC MS 
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thee paid: to vida investors, this ies net -of capital gains tax and stade rate 
very little effect on the overall return over’. 
-a.short period,:such as a year or so. It 1s: 
"the ‘tax relief on. the premiums which is; 


taxation. This rate has now. been achieved. | 
' for two years.in succession. d 
Mr Phillips explained thé treatment E 


instance, taking into: capital ‘gains tax, adopted ;by the com-: 


account ' the tax relief. and the timing of: ; pany.. A, Feserve is held. for the full 
monthly prémiums, for a contract with. a 


“amount: of the ‘capital gains tax which 
* would be payable-if the properties -were: 
.to be sold: While the properties continue: 
.to;be held, ‘this: reserve remains within: 
the fund and-is invested Tor the benefit: 
of-bond holders.: | 

By taking account ofvit in this way, the. 
“nit price can.show investors what their 
‘investment is. worth after. Capital gains. 
tax, and-flexibility i is maintained, since the 
"Company is not inhibited from disposing 
to be withdrawn from. -of any. properties bécause it-may not have 
‘the whole operation». ‘reserved ‘the full rate of capital gains tax... 
“While this method: tends to affect the 
, performance. of the unit ‘price, the com- - 
‘pany feels/that, in the long term, the: 


7'5 per cent. over: 10. 


is: not paying the full 


is an attractive way of " 


should. be under the." 


Be. of QN MC m D Re fréedom allowéd to management is.in thé 


V db B Be best interests. of bond holders.’ E e 
er . E a . GRO Ea as SAR E 


= 


HILL. SAMUEL "PROFESSIONAL. ADVISER: SÉR= . GE € adr cM VEA. geo i 
¿VICE is a hew company which. is wholly. ' l 
:owned by- Hill: Samuel Unit "Trúst ` 
‘Managers. The purpose of the-new com- ` 


.: FRIENDS”, / PROVIDENT AND CENTURY "INi 
.SÜRANCE- group: has. introduced: a. fourth- 
De service 10. ore. “¿Issue of guaranteed high-income’ "bonds. 

..- This issue offers a yield of:up,to-84 per 
cent per annum net o£ income tax at 30. 


The new compan 
h pa Y. „percent. ^ PO ln 


n D 


A PROBLEM facing any insurance company 
“wishing to keep. in touch with agents is: 
‘the best form of ‘newsletter’ to, adopt so 
“as to make stire that those who receive it 
actually read it. The Sun Life Assurance’ 
"Society has started - to issue „Weather . 
"Trends. T T 
While keeping its agents biaa of the- 
ju -news -and ` contracts from. the 
‘society, this monthly newsletter provides’ 
an information chart showing the weather 
E which it is felt can be expected. over. 
-Eürope. The point is made that, although 
- all weather forecasts, even those: ‘made no . 
iore than 24 hours in advancé, are never 
“completely accurate, over a, period of 
several months, any given locality should ` 
“be forecast ori thie correct side ġf normal 
with an Ao of, close to 75 per cent.. 


investment manage- 


$o $ 


chairman of Property: : 
Co, has reported that 


unit price maintained * 
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to find is a British pub on-a Paris street corner! However, ‘the 
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“England does not mean that the Frenchman is wrong, or for 





Qo me to TUS oos ui DS nsi SS” fruits of that development have been varied. Where we have 
Company Law Revision. <.> -+ ">; * produced a Dryden, they have produced a Moliére, and so on. 
l SIR, = Lam glad to TS that at last some discussien is beginning: behest -of ‘politicians and. computer mongers? In short, our 
ODE bob in) kw reyision:. This: matter, is too- conditions and needs are different and our law must reflect 
~ important to be left to the politicians, and it is vital that those ^ Pe- differences: ' our company law in particular -hás emerged 
most concerned; as investors, directors, and. "professional. tos the needs ‘of En land Ed from the common law system 
advisers, make their Views known’ with force and vigour. ' ahd there is no need to standardize itat all. > 5 
“The | 1997. Act was-largely a: hate-the-company director ^". Secondly, on the question of small traders and suitable formis 
exercise to placate les left wing.of the Labour party, and there” of legal organization for-them, I have no, doubt that readers 
.- appears to me to.be a strong risk that the next Act will be + remember well enough the device our English genius devised, 


sei eod . > ta * yA Je Ein a TN - i * . d "y . : : i : : dix A k 
equally pair nd irrelevant to the el sti. z: namely the exempt private company. Of couse, it ofended. 
k | E Lmpoyee: che purists because it was in the best empirical traditions of the `, 


participation later. this year, no’ doubt full of the Conservative m J: Saige l o . 
haya lanado of dol celeron, añora ma een ey aad logici ee 
` Step towards surrender to the trade union interests. ¡The blunt - then we have never been a tidy nor a logical people! | ~. 
facts are that those capable of running companies do-so, and the’ * ; | P SCENE | 
h iere PS : "iE : S edd y) ; eee ..,. > o y ; 
J Tresson that others are-olerks, arsane or labourers is that ther ^ o restrictive laws? Do they work? Or are they simply, as I 
v abiides Gt therm forletleeima ^ cm INE een self-defeating ae p only of E fees to the 
0| Than "PA pal e OPE 3 pun | ing professions? I return to my earlier premise, 
. T have no wish to see great companies hamstrung by employee. PLN accounting p ys 3 
duccun sho ol merely P the Gale unions viewse EA E A 
‘and: make constructive work in the boardroom impossible ; to JOM en do is to attenipt to create a desirable climate-in whic 


misquote Nietzsche, there are those bo: direct and those : Re | uA: , 
ecos La TI. se born,to direct and -those ¿vere penal sanctions for those whom Mr Charteris so elegantly 


I love France because shé is French and the last thing 1 want . 
‘pressures of the mass media. and the consumer society will : 
' bring-about standardization unless we are vigilant to fightrand, ^, 
` prevent it: The. fact that the Frenchman's idea .of law is not. . 
.the same’ as that. developed’ by the'common law system of? ^ 
oe 5 OR o to. 77. C uy ,- that matter 'the.Englishmian; it simply ‘means that. we have - 

| E 020005. 7, developed our respective societies along different routes and the 


~ ' Do we réally want to seé this rich diversity' cast away at the 


-Finally, and most important of all, do we. really- need ‘even ^ 


£ 
t a= 
, 
dao! 
se a 


. those things ‘that are of good report’ can flourish, and to provide MES 
g g P pr 


^ 


rive 


- 
“ ` 
- ` 


E 


E - 


wok c «4 


' in 
- =- 4 
^ 


M 
E “~y 


a 


+ 


- 
^ iy © 2! 


^ ta 
- j 


X 


Cosy 
` 


- 


et ^ue 
. * € 


xe 
A Sf. 


+ 

. soc 7 
roe 

D 


$ 
¿E 


tor "P 


^ born to-be. directed, and all that is. required is to try to ensure ., 2 - | 

C. that only those competent to direct do 86. It is not ds intention a ne ungodly E E e y n faithfully. - = : 
. to digress inte the fields of education and philosophy, and so.T ^- A CU Bo EC s ds E E 
=. Will not develop that argument: ^ ^ +: Rc RN E :. «JOHN LAURENCE, F.CL85 LP, nis, 
- . We must beware the Tory politicians’ attempts to use legis- - ^ Sunderland. | $7 0 77 05 7757 DIP.A.ES. Uu 
 Jation for wholly political purposes, and attempts to introduce ^ " =< -- p S E Au 
‘reports’ on the- so-called 'stewardship” fünctions should be ' Sim, — The recent White Paper on the reform .of company law. oF 
tg 


« “opposed. This is merely another attempt.to make péople good” | is less interesting in what it discusses than in. what it does not. : 
- by legislation. Is it not time: that.even the. dimmest politicians The only attempt at tackling the vexed problem of nominee . 


realized that it-is' impossible to-legislate effectively for human’: shareholding is the promise of steps to prevent ‘warehousing’. 


‘conduct? What. can be done is to create the:climate in which: This is good as far as it goes but, alas, it does not go far enough: - 


-` people are expected to bé morak- but I hardly think that the : The main reason for the appearance of nominee shares in the 
record of the politicians entitles them to `a voice at all here. first place was.to protect the company’ when shares were held 


 . Successive governments have- given no lead at all, and Britain on trust or as part of a settlement. The company had no; wish to : 


: - has.become "a modern ‘spivs’ paradise’, the modern piv. being. . be saddled with implied notice of a trust: it did not wish to 


the property speculator -and  moneylender (albeit under the find itself registering a. transfer from A to B, and then have C. 
;; polite euphemism of finance, company or whatever), the porño--. come along and say: that A. had no right to make the transfer... .'. 
grapher, the.corrupt official and the-corrupt politician. — «^. .. This was a fair reason, but it led to-abuse. It became, and still is, ~ +`: 


. : * I do not bélieve that detailed legislation will prevent ‘insider’ customary for shares to be registered in the name of a nominee 


< dealings, nor will it correct any other faults inherent in: the ' with the sole object of disguising the; true: ownership: "This 
~ ¿private enterprise system. Certain matters do need dealing:with, could be for any.one ófa number of reasons, ‘most of which are , 


for example, ‘no par’ value shares — and I disagree here with Mr : unlikely to be in the public interest. ~.. 


E * Li 


.. declared profits even. though they know-that it is utterly false" possession-of a trust deed or similar.document does not of 


„to do so. It is a pity that previous legislation-was framed in such itself imply notice:of the contents for the purpose of registering : 
.'a restrictive way-as to prevent the enterprising from establishing .. transfers. “Secondly, any. transferee of shares in a, defined: 


“~ ‘any, method of capitalization acceptable fo. investors. - .'-*. ,. category of companies should be required- to make a statutory: 


- There ate two other points that I should like to refer to át' declaration as to. whether he is; or is not, the.nominal and : * i4 
- „this; stage of discussion, namely, harmonization within :EEC,: beneficial owner; if he is not, then the names of all other ; 
^ and. the question of smäll “traders. «First, I believe” that~ interested partiés.should be given, together with a-copy of any ` 
‘the frenzied attempts to harmonize, to standardize and to-force ; relevant deed of trust, ‘contract or agreement limiting the rights.” 
. ` within. a common mould all humanity «is one of:the.bigger : of the transferee. In: this-age of legal quibbles, it might be as ^ 
, ,lünaéies of modern times and one.to-which demoératic societies ` well'to include a.blanket clause to the effect that any-attempt to =: 
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"Buckley Edwards because it is my experience that trade unions : Matters could be, resolved quite. simply by státute. First,. he 
in- particular, and the Left in general, almost always quote protection should be afforded to the company by stating that. :' 


Á Hm 
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_ company which wishes thm to be fegistered in’ a particular . 
-- name. This should not be necessary. A company is a legal. - 
persona, and might be reasonably expected to-admit ownership—- 
presuming it has nothing to hide. Secondly, there is the question: 
of joint holders — but these could be treated inthe same way as a * 


D 
, 


. would need to indicate the fact, if only by an.asterisk,” but dt 


— — . „rather peculiar. One reads’ or hears such ‘comments. ás ‘As ` 
': ‘ong as. they have their dividends, they do not wish to play a : 
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avoid the letter or spirit oz the law ould not only be ud but 
^ would be à criminal offence. - 

The Whire Paper refers to nominee holdings as often being. 
“normal and convenient oa commercial or personat grounds’, * 
"Why? ^ i 
. The only obvious cases are, first, where shares. are held by 4 


trust. Where shares are not held beneficially, the share register 


would certainly lead ‘to considerable and useful- clarification. 


The other matter mentioñed in the White Paper ‘concerned 
shares, carrying restricted voting rights. It. was suggested that. 
^ this. type of share is fast disappearing (quote: 


'they are rarely 
issued today”). This assertion seems somewhat hasty, consider-. 


ing that in one section of the Stock Exchange list published in 
the Financial: Times, 50 per cent of the shares quoted are “A” _ 


ordinary shares. Again, a great many companies, including 


many with household names, have such shares already in issue 
` and continue to supplement them by scrip and rights issues. 
The. reasons for issuing these .'strait-jacket* shares are,. 


when they are not obviously to keep control with the: few, 


- Dart in the running of the company”. It is doubtful if his con- 
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the owners, before they are issued to press and public? Surely 
those shareholders have a right zo prior notice of information. 
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l , tracting out of responsibility i is in the interests of thé share-” 
holders concerned. It is certain that it is not in the public. : 


"interest. If one is part-owner of the. equity, then one is part- 


owner of the company, with a duty to see that its affairs are. . 


"conducted in a manner consiscent with the public good. 


The type of apathy that supports the system of. Bes - 
"shares could seriously 'undermine the whole structure of an écón- 
E -omy based ontheslenderstructure of the limitedliability: company. * 


There is also the danger of absurdities such as in Scottish Tele- 


: vision, where the company was formed giving all Voting rights to P 
the fixed-interest preference shareholders, and disenfranchising. 
the ordinary shareholders completely — despite the fact that they ` 


had contributed most of the funds and carried the Won: S share 
of the risk. 

It might also be an idea if companies were tó give -some 
indication of the restrictions' or limitations of rights in the 
annual report. Far too often ore comes across companies with 


‘A? shares, ‘B’ shares and even ‘C’ shares with no indication of 
.. the real distinction between them. There are also those bizarre 


shares that carry no voting or dividend rights until a stated 
date. One cannot but suspect that those responsible for such 
anomalies are well aware of what they-are doing. It is possibly. 
fairly simple to push through a resolution approving the issue; 
when those whose consent is necessary know that’théy ` them- 


selves will in all probability have disposed of their holding ` 


- by the time the date arrives. 
, Finally, we have 


going to insist that details of results be given to the members, 


_like.y:to influence the price. of the shares they hold. As for 
"insider dealings’, generally it ‘is doubtful if‘anything short -of 
“Draconian legislation .will' defeat. the industrial Machiavelli. 
. If he decides to get round the present proposals, he will. At the 


-; worst, he -can use:“he ‘old boy’ network: ‘you. give me inside 


information on your company; and PIl give it you on mine!’ 
No pormal statute-is likely to prevent that. os 
0 Yours faithfully, . 
Barry, Glam. — MICHAEL J. GREENER, B.A., F.C.A. 
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‘insider dealing?” Here. the White Paper: 
. seems to have don: a reasonable job, though when is somebody 





| Prior Period Adjustments 


Sm, = I refer to Mr F. L. Clarke's article on: prior period 
adjustments (The Accountant, July-26th). He expresses surprise 


“that ED7 does not permit the .separate disclosuré of prior 


period items and states that there is a definite need of a mech- 


:anism by which to. correct, ás they become apparent, inac- 


.curacies in. reports of the results in prior periods, He does, 
‘however, quote the Australian statement. D1.2 that such adjust- 
ments. should ‘not be due to subsequent économic events’. 

The argument on which ED is -based is that a very wide 
interpretation - should be given to: the words ‘subsequent 
economic events”. With hindsight, it is nearly always possible 
to tecast the results of prior periods, correcting the inaccuracies 
that inevitably have occurred because the accounts were com- 
pleted at a particular point in time. But the ascertainment of 


_ these so-called inaccuracies is usually the result of negotiations 


or decisions which hàve been made: subsequent to the com- 
pletion of the prior- period accounts — that is, ‘a Subsequent 
economic event’. ^ - E 

A prime example of hig? is the dis nodi of the fixed asset, 
the profit or loss from. which surely accrues to thé period on: 


‘which the disposal occurs. Incidentally, I would challenge Mr, 


Clarke's suggestion:that the profit on the disposal of a fixed 


"asset is extraordinary; unless there is.a major disposal, such 


profits or losses are best: dealt with as an adjustment. to the 
depreciation charge. D 
- Yours faithfully, 


tte _KENNETH A. SHERWOOD. 
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In the Court of Appeal — July 13th,- lon SN — 


F 


(Before:Lord Justice RUSSELL, E Justice Cairns and Lord 
Justice STAMP) b ws | 
Income tax — . Transaction_in securities — Transaction bétween old 
company and new company -- Distributions by old. company — 


. Allegation that final liquidation meeting not held — And that 
- liquidator acted without taxpayer's . knowledge — Tribunal’s 


findings against taxpayer — Whether counteracting’ notice valid > 
Companies Act 1948, section 290 — Finance Act 1960, section 28. 


Thé taxpayer was'a shareholder in .Marks (Manchester) Ltd 
and was also interested. in a new company, Marks Brothers 
(Ardwick) Ltd. ‘The old company made certain distributions,. 
‘and certain arrangements were made between the two com- 
panies. The Inland Revenue served notice. on the taxpayer 


„pursuant to section 28 of-the Finance Act 1960. He appealed 


to the tribunal appointed under that section, and after a re- 


-hearing the tribunal upheld the notice. The QUE appealed 


further to,the High Courts. < 
He contended that the liquidator of. ‘the old company had 
failed to hold a final winding-up meeting of that company, as 


- required by section 290 of the Companies Act 1948; and that 
¿the liquidator in considering the distribútion-of £24,369 in the 
‘liquidation had-not warned the taxpayer of the effect of section 
-28. The tribunal decided that valid notice. of the final liquidation 
meeting had been given; and that-the taxpayer understood, 


approved and accepted that the old company should be put 
into liquidation and that the hew company would carry on the 
trade without a break; and that the object was to enable the 


"taxpayér to derivé substantial tax advantages. 


Held. (affirming the decision of Mt Justice Goff: the notices 


. under section 28 of the. Finance Act 1960. were - valid y notices. 
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Over 50,000 copies sold | «|. 
The 1967 Companies Act. made it necessary for over 350, 000 previously secs private 
| P 
companies to file accoünts;- ^ ^. .- ge ges we A l 
- The Act has also imposed. new v accounting and disclosure requirements o on limited liability , 
companies. : | | T - 
" ALL CONCERNED WITH” THE PREPARATION OF COMPANY ACCOUNTS Es E 
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WILL. WANT TO.KEEP THEMSELVES INFORMED ON THE NEW STATUTORY "E 
REQUIREMENTS. THIS BOOK IS DESIGNED TO HELP AHEM, E E? 
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| ACCOUNTING REQUIREMENTS - aa 
o OF THE i E EN 

COMPANIES ACTS 1948-1967 |. 


A summary of. d o statutory requirements relating to the production. ‘of annual accounts of. 
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Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. It is the new home of the 
Stock Exchange, as seen from the steps of 
the two hundred year old Mansion House. 
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The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 
reports and accounts, catalogues and directories. 
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claim „a` very. distinguished | lead indeed 
over other student:societies in the way it 
'ensures its members are, given: full 


both. within and outside: its area. The . 


„is the.timely publication’ of- a" cómpre- 
: hensive list of courses of tuition available . 
LO the exams of The Institute of Char- 
` tered Accountants in England. and Wales. 
. Although it is not necessarily a.com- 
- plete list, it none the less covers -the 
- major. full-time « and ^ correspondence 
‘courses and has been: produced as a 
"guide for the student «when hé is con- 
‘sidering courses for his next exam. 
^Members are stróngly recommended - 
touse the. list to provide themselvés 
with details of courses in which they are. 
B “interested, but ‘should ‘consult the re- 
. Spective prospectuses. before making their 
al decision. -< `. ` ; 
> Most of the full-time courses shown are 
für. the Institute's present syllabus. 
However, with. the forthcoming change- 
over and the Irstitute's recommenda- ` 
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IN ‘many ways, "the Sheffield CASS c can The: m wil upd the. list. ás 


t 


in the light of these changes. | 
- Attention is drawn to the fact-that some 
institutions and colleges, offer cash: prizes 


- appraisals’ of developments in education . or free further tuition to their students 


who: gain places. Where’ guarantees are 


“Society” s latést awareness in this respect. given, these normally take the form.o 


coaching until successful. .In. one in- 
‘stance: a 


Members? are warned that. pass-rate 
statistics and ‘details of. successes shown 


in prospectuses | should be‘ carefully 


considered.’ These, say the society, are - 


- ofteri- distorted" ‘because : students enrol:’ 


for more than one -course and success is- 


. claimed by each institution/college. - Be 


-Students should also note, it is. stated, ' 
the desirability’ of not telying solely on. 
.pre-exam courses; they: should always: 
-have ‘completed their preparatory ` work; 
even if this is. not stated as a requirement 
“for a particular 'couise;. " 


"The Society has made this useful list ` 


available“ to members: of.- all student 
“societies. Copies, price 25p, are available 
from the Education’ Sub-Committee, 


` tions’ for block-release. courses, most of The- Sheffield. and District “Society. of 


‘the. institutions ‘and “colleges will be. 


changing ` the sonnet ~of their courses. ! 


- 
v 
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Chartered Accountants, 22 Norfolk Row, 
Sheffield Sr e E í E 
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LETTERS TO ROUNDABOUT 





“CASSL ‘canteens 


Sm, — Mr Kevin . Lennon's aele in 


‘Roundabout’ -of June 28th and his letter. 
. of August 9th .are so. biased against: 
ES -CASSL that L feel: we should look at the, 


, facts. 


The: ‘petiultimate ens of. Mr - 
. pressed the students’. case harder when he 


 Lénbon' s letter states ‘the deficit in that 


‘year (1971) was mainly the, result of. 
. - exceptional and non-recurring expenditure 3 
"Yet those 1971 ‘figures. in. 
“front of me as I "write state that of a total" 
deficit. for-the year of £15,160 only - 
“£6;692 related to the pension expenditure. : 
The final paragraph óf.his letter makes . 
a statement that the last few years have | 


.on pensions'. 


e 


beca: for. the students yet it is precisely 


"because CASSL, .under Mr Lennon's. 
: chairmanship, failed to grasp the mood. 


' of the stüdents that the. old regime was 


"swept away in the elections, and. it is-my _ 


'.belief: that if the Institute, LDS. and 


| CASSL do not cum agreement fot the 


protection of leks: in — to PS 
training and articles, principals will soon 
be negotiating with. Clive Jenkins or some. 


“other unionist. 


When one reads ‘of principals. taking 
home £20,000 plus, a request for-a mini- 


‘mum. starting salary for clerks of £1,300 : 


in Central London is ridiculously low and ' 


` Mr. Lennon must share, part of the blame 


for the present situation, for if he had 


had the opportunity we might all be: better, 
rewarded. _. 

‘Perhaps trough error, pio rius 
den we are’. financially weak, ‘but - 
CASSL. is now making a profit and it is 


-my -aim to. ensure-that funds will: be 


available to enable us to fight every prin-" 
cipal who pays sub-standard: wages and: 
provides: poor training -in the. belief that . 
it .is‘in the interests of ‘all responsible.. 


chartered accountants ‘that those members ^ 


i ri 


of. the -Institute failing to -reach these 
standards should be banned from taking. 
clerks. LA 

EMT Mr Lennon' S article státed that 


- 
E 


E paul Hendriék - and- his- allies. 


iaa guarantee. is. 


| offered. ic 


"The point in our having representation on. P 
‘the Council is that the body which rules ^: ” 


Me Richard? “disniisbal ^ was P werk ot = He 
Wrong." . 
again, I. am afraid, for. some of : Paul. q. 
Hendrick's. supporters . voted for “Me - R 


A p BLAME de qe = LN NE e 7 de TN : a e f Richards whilst severál qualified chartered DW 
‘Sheffield Leads i in 3 B IRR o 
Education Advice - x. T3 


^ Yours "sincerely, ' EOS 

E co GR, "PEYER, 
Hon. Treasurer, ` E 
~ Lonvon Cheam ACCOUNTANT 
- STUDENTS’ Soctery™ TIT 


Accountants voted for myself.. “_ '. a 


-Law Studeiits" Salaries Eor 

Sir, — I noted with interest the letter i mao € 
«your columns from a Law’ Lecturer \'.- 
- Roundabout’, August 9th) following my .: 
earlier. „article. The letter contains. one `- 
basic error of fact and one observation. . 
which’ I feel needs a reply. l 

- The error of fact. concerns bis Taw 20 
ecc” s recommended ‘scale of. payment - `. 
to articled. clerks. The main point of our- + 
recent publicity and report was that no ~ E 
sucli; ‘recommended scale of pay exists.. ni 
This: was one of our main demands, and >- . 
one which the Law Society- has’ stead~ 
fastly refused to consider.  - 


We have not asked for a miaridatory ' EI 


t. 
ETA y . 
> 


. Scale of pay because we -appreciáte that. $ v 
. at the moment the Law Society would not:- is 


, 
d 


be able to enforce this scale of pay without |.” 
. making it a disciplinary. offence for the H 


`w 


l clerk to be. paid below. the scale. Whilst- 


' there is a shortage of solicitors willing to^ ~, 
take árticled' clerks, ‘the Law: Society are. 2^ 
not wiling to impose this burden upon 
them. . S 

"What we are. 'asking for is’ a recom- i: E 
mended scale.and I-am not surprised to Hu GN 


‘see that’ your correspondent finds fairly - à 
widespread evidence that such a.scale is. ' d 
being disregarded.. Indeed, x 
scale'does not yet exist, I find. it difficult ^ 
to understand why, it is being regarded at” 


-as. such- a` 


` all. 

Your reor dar goes, on to say that. 
because - decisions: are made by elder: 
members of the Law Society and/or by" 
committees, representation ón the Council - . 


- would affect morale rather thán have any’. 
tangible. effect. I: feel,. with respect, that :ü 


your correspondent has missed the point. 


and regulates 'our lives has. completely 
closed doors at present. No articled clerk. «>; 
- can bécome a member of the "Council and | E Ps 


! therefore no articled clerk knows what i is. 


‘going on with renee to his future and his : A ns 
present. -> ' Fairs 
In additiori,.our main request is. ne Er he 
wé have representatives on the Education: +: l 
and Training Committee of the. Law: . 
Society. This is the decision-making." 


. body which affects articled clerks directly.- .- 


Discipline is exercised over articled Clerks 


< without any reference to their representa- '' 


tive body, and all decisions concerning: our. 

. future are made without any representative `... 
of ¡árticled clerks being’ there and Deng ns 
able to speak and vote. ^. eu 


+ Yours faithfully, a c 
x 72 ; » BRUCE EDGINGTON, ' ege 
x 1i CHAIRMAN; ASSOCIATE MEMBERS "oi P 


«GROUP. OF THE CT SócisrY. 
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D dy BIRMINGHAM! S SIX- .A-SIDE 
2 ES ña CRICKET TOURNAMENT . 


On one of the finest days af the summer, 


>. `a record entry of 21 sides arrived at the ` 


Old Silhillians ground recertly to take part^ 


: inthe Birmingham CASS annual six~a-side ' 

E "cricket tournament. This hizh entry meant 
- that it was difficult to complete the Plate .. 
and bowled in the second over. 


. David: Loynes, the third d had’ 


` Competition which. was recuced to three: 

"2 overs-per match. in order to produce a 

+ result; 
E * . In the. main “competition; Harmood 
Br ^ Banner reached their second final in 
; + successive’ years, facing Price Water- 


house who’. had beaten ‘the only guest - 


. 7 side, the. chartered -surveyors, in: the 
ak second round. 
Pa Nigel Deacon opened the batting for 
> Price Waterhouse with Nick Schooles, 
; " who was runout in the first over for. nil. 
A < Neil Andrews then came.in, but was 
] ` stumped- off the last ball of che first over, : 


UE “Deacon and together they put on 15 runs 
" * before Chris Caswell was run out going 
' foravery hopeful single. Roger Thompson. 


[1 


"t 


¿City of Birmingham 
“Provides evening courses for Part I and - 
«Part II Final chartered exams. 


— Bournemouth : s 
- Evening classes and pre-exataination te- - 


' . „mediate exam, and Finals Part I and II. 

` Z.. Bradford | 

i Offers: supporting tuition . Pr chartered. 
exams.. 


. Brighton: d 

Intends running linked tuition for. char- 

` tered Final Part I exam. 

To . Exeter 

ys xa "Day release for PeT Intermediate 
exam and will run similar courses for the 
«Final exam if sufficient -numbers are. 

a, + 


` Farnborough (Hants). l 
Half-day arid evening release courses for 


‘>’, mitting, Final Part II exam. n 


C | Flintshire — 
^. Evening tutorials for éhartered Final exam. 
^^ Hatfield ~~ | 
pet Intends . running fortnightly Bla 
| s... tutorials for chartered Part I exam. 
' “Huddersfield 


~ Half-day and evening release courses for 
“chartered exams. 
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. also for nil. Chris, Caswell joined Nigel 


Hull 


_= ' vision for March 1974 chartered Inter-~ 


. Leicester - 
-Starting in Bepieitiber plans to run, block 
release course and evening classes’ for ` 
. November 1974 Final Part- l chartered. 


Lincoln 


-London (South- West) | 
.Provides tuition for the May 1974 chars 


- 


UTHE ^. 


z in Sixth and: added 4 to the total, - 


making a grand score in 5 overs- of 32. 
- There did not seem a particularly hard ` 
task. ahead. ror Harmood Banner, but. 


in the fading light the ball was increas-. 


ingly difficult to see. Giles Parker and lan: . 
Thomson opened, and the former made 
a valuable 13 runs before being caught. 


great difficulty in seéing the ball and was 


run out for nil - there was a rumour that | 
«because of the light (or lack of it), he was 


standing half way up the wicket waiting ' 


for the bowler! Paddy o’ Gorman seemed" 


to have his ‘right eyes’ and hit a fine 4.. 


-- David Whinyates then scored the winning ~ 


run for Harmood Banner which secured . 
their retention of the D. E. T Tanfield ; 


Trophy. 


Mr P. I. Addison, Wice President of. 
the Society, presented the cup together, 
with. welcome measures of ale to the 


. winners.and. runners-up.-The winners of ^ 
' the Plate, : Brittain Kidsons Massey & . 
Ellison, beat Pannell Pepe in the 


made a good 7 7, and John Patterson camé Sa NE 


Linked Tuition with Colleges. 


,  APPRECIATING that the major “ty of students are keen to have oral tuition in addition to - 
.. their home studies, Foulks Lynch have been-in touch with polytechnics and colleges Holds Foulks Lynch material. 
. of further ‘education throughout the country. As a result, a large number of colleges 

, now hold the Foulks Lynch study material and provide classróom tuition linked to it. 
‘A list of these colleges is given below, together with the form of tuition EN - month). 
Students requiring FEIER dons should contact their respective i i 


d 


Block release and evening classes.” 


Kings Lynn (The Norfolk College) 
Tutorials on a day-release basis for tlie 


exams of the ICA, Association and ICMA: 
Kingston-on- Thames - i 


' Linked tuition for did exams being 


discussed. 
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exam. 


a 


Day-release courses for the Final chartered 
exam. . = 


Liverpool OE 


+ 


“Links weekly evening lectures. 


' London (South-East) 


A nting, auditin enc taxatio bjects 
` » Chartered.Final Part I and, numbers per- — ardere 8 nsu jec 


to be held. 


= E. 


tered Final Part I and Part II exam, 
starting with introductory course in 
September. 


London (West London College) 

Evening classes three evenings per week 
starting last week September for Inter- 
mpate; A Final Part I and 
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Part II chartered exams under discussion. 
Enrolments at the College (Airie Gardens, 
W8), by personal interview ' only . on 
September 18th-21st (6—7. 3e p.m.). 
Luton | 
Provides oral tuition courses. . 


| Medway|Maidstone 
Day-release courses (three days a/ month) 
, for chartered Final exam. 

+ Middlesbrough] Teesside ^ 
Evening tutorials and lectures, and (cir-: 
-cumstances permitting) pre-exam courses 
'as well for: both chartered and E 
‘exams. | 
Newcastle. "S 
Links evening ETA 
: Northampton `. 

.Intends , running tutorials. 
«numbers are forthcoming. | 
Norwich. ` - j 

Revision courses prior to chartered exams: 
"Willing to help students enrolled with 
College with Foulks Lynch courses. 

- Nottingham (Trent Polytechnic) 
Investigating posees of linked tuition., 
' Oxford 

" Provides day-release and evening Taia 
. for chartered Final Part I and Part II and 


i 


“if sufficient 


"ui runs pre-exam revision courses. 


«Plymouth: 

Day-release course: (one ay? a fortnight) 

and pre-exam revision for Noyenber 1974 
. chartered Part I'exam. — | Me 


Portsmouth 


Preston 
Day-release and evening classés (one day/- 


^ Redditch 

Provides supporting T Arends 
arranged to suit individual requirements 
-for chartered, certified and ICMA exams. 
“Salford: - 

. Evening classes for chattered students and 
"where numbers JUR day-release for 
certified students. . 


Sheffield - 
‘Links evening classes.. 


^ Southampton. . 
Block-release courses for chartered Final 
exam. .- 


“Swansea’ - p. fF 

Provides day-release, evening, diigii and 
| pré-exam' block release courses for char- 
tered exams. -' >; 

. West Bromwich (ormisi ty Wednesbury) 

—. Links classes and tutorials for chartered 
exams. 

Wigan 

“Evening jasses for aea Final, cer- 
tified and ICMA ‘exams. 


`. Wolverhampton | 

Linking the following oral tuitiori for the 
Final chartered exam. (a) Day-release 
courses and evening tutorials every month; 

(b) Block release course prior to the exams. 


_ Workington] West, Cumberland 

Planning tutorials in Workington, Carlisle 
and Penrith throughout the year'as well as 
a, two-week pre-exam revision course. in 


Workington. 
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PROFESSIONAL NOTICES 


CLEMENT Keys & Co, Chartered Ac- 
countants, announce that on, June 30th 
1973, Mr ALLAN K. CARLYLE, F.C.A., 
retired from the partnership; he con- 
tinues to be associated with the firm in a 
consultancy capacity. 


Howard, Titty & Co, Chartered 
- Accountants, announce that Mr ROBIN 
' D. BARBER, A.C.A., has been admitted to 
partnership as from September 1st, 1973. 


JOSOLYNE LAYTON-BENNETT & Co and 
ANGUS CAMPBELL & Co announce that 
Mr A. J. PAGE, F.C.A., is retiring from 
practice on August 31st, 1973. After 
35 years in the profession Mr PAGE is 
taking up a senior board appointment 
with the ALEXANDER HOWDEN GROUP to 
continue his close association with the 
insurance market, 


APPOINTMENTS 


Mr C. K. Clifford, F.c.a., A.T.LI., has 
been appointed a director of Estates 
and General Investments and general 
manager of the Estates and General 
Investments Group. He is succeeded as 
company secretary by Mr Grahame John 
Watts, A.C.A. 


Mr 
PCLS., 
` planning and control, of Burmah-Castrol. 
Professor Michael MacCormac, M.A., 


M.COM., F.C.C.A., has been elected Dean 


of the Facul-y of Commerce; in University 
College, Dublin. 


Mr Chiva May, F.C.A., 
-finance, 


Norman Edison, 


director of 
laames Television, becomes 


FOR C.A. 
EXAM - 
PASSES 


F.C,M.A., - 
has been appointed manager,. 
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deputy managing decir EMI ie 
national Operations, as from October 
rst next. He is succeeded ás director of 
finance, Thames Television, by Mr lan 
Scott, F.C.4., managing director, EMI 
Elstree Studios. 


Mr E. J. Pearce, A.C.A., has been ap- 
‘pointed accountant of the newly formed 


Avery Parsons division of Driver Southall, 
a member ofthe Avery group. 


DOUBLE TAXATION 
United Kingdom — Cyprus 


Discussions have been held in London 
about a new Double Taxation Conven- 
tion between the UK and Cyprus to 
replace the arrangement made in 1947 
and subsequently amended in 1968 and 


1973. 


Agreement was reached at official level 
and the text of a Convention will be 
submitted to the Governments of the 
two countries for approval. 


INFLATION ACCOUNTING 
OVERSEAS 


An important contribution to the current 
debate on inflation accounting is pro- 


vided by an occasional paper, The Treat- ' 


ment of Inflation in the Published Accounts 
of Companies in Overseas Countries, pub- 


lished by the Research Committee of The 


Institute of Chartered Accountants in 
England and Wales. 

The study brings together in one 
handy reference .volume..the inflation 
accounting practices and proposals of 
professional accounting bodies in 18 
major countriest. It provides essential 
background information for those wishing 
to consider the merits of the systems 
used by competitors in overseas coun- 
tries. 

Various methods of inflation account- 
ing, including that proposed in EDS, 
are considered as an integral part of the 
study, which was prepared for the Re- 
search Committee by Mr R. W. Scapens, 
A.C.A., Of the University of Manchester. 

Comparative consumer price index 


! Argentina, Australia, Austria, Belgium, Brazil, 
Canada, Chile, Denmark, Federal Republic 
of Germany, France, Italy, Japan, Nether- 


‘lands, Norway, Peru, Sweden, United States 


of America, Uruguay. 
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numbers are provided for all 18 countries 
together with ready-reference analyses of 
the main features of each country's 
practices discussed in the text. - 

The study makes a valuable contri- 
bution to an under-explored area of a 
vital subject. 

Copies, price £2, including _ postage 
(by surface mail overseas), are obtainable - 
from: Publications Department, The 
Institute of Chartered Accountants in ^ 
England and Wales, Chartered Ac- 
countants' Hall, Moorgate Place London 
EC2R 6EQ. 


INVESTING IN NATIONAL 
SAVINGS 


A revised edition of Investing in National 
Savings, the National Savings desk, book 
for investment advisers, has been pro- 
duced by the Department for National 
Savings. It reflects the changes in the 
various forms of National Savings - 
savings certificates, bonds, SAYE, group 
schemes, etc. — which have been in- 
troduced over the past years. - 
Accountants and others concerned 
with the giving of financial information 
and advice may obtain-copies from the 
offices of the Department, Blythe Road, 


_ London W44 18B. The desk book is 


normally not available to the general 
public. 


LONDON CHARTERED 
ACCOUNTANTS' SOCIAL 
PROGRAMME 


A new series of evening events with a 
particular appeal to members and their 


. wives will be included in the 1973-74 


programme of the London and District 
Society. of Chartered Accountants. Be- 
sides the annual Ladies’ Night Dinner 
to be held on December 19th, two 
musical evenings have been arranged. 
The first - on November 29th — will 
be an illustrated talk on jazz. Few tax 
specialists are probably awaré that Mr 
Halmer Hudson, F.c.a., is also an expert 
on jazz. He has been considerably in- 
volved in the world of jazz over many 
years and at one time bad his own jazz 
programme on two radio stations. lle 
will illustrate with both visual and audio 
equipment the qualities and content of 
good jazz and a short film will be shown. 
The second evening — on February 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3. TUITION Po CONDON SWI19 205 


Accredited by the Council for ren aan of riada Colleges 
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held at 


` ` 
IAS EE S E. 


md ~ will be a ‘talk on ‘A. ee 
' Looks 


at Opera”, by Mr Anthony 
Hopkins, well known for his BBC appear- 
ances. He will play a'number of solos on 


.the piano and discuss the various pieces - 
played, giving his audiénce the oppor- ,. 
. tunity’ of "understanding the various | - 
"techniques used in opera. - ; i 
.'. Both these evening everts will be at- 

- Chartered Accountants’ 


Hall followed 
by a cheese and wine party, and the 


^ charge for each will be £3 p.us 3op VAT. 
Applications. for tickets should be ad- , 
London and District. 
. Society of Chartered Accountants, 56 © 


dressed to the 


Goswell Road, London ECIM 7AY. 


LONDON CONFERENCE ON 
: . COMPANY LAW REFORM 


' An impressive list of speakers has been 
^' assembled by the Financial Times and 


the Investors Chronicle for their joint 


_ conference on ‘Company law. reform’, 


to be held at the Royal Lancaster Hotel, 


- .'London, on October 3oth and 31st. 
“¡These 
i l Q. Cu 
Consumer Affairs; M Fernand Braun, 
- Director-General for the Internal Market 
. of EEC; and Lord Shawcross, Chairman 
of the City Panel on Take-overs and. 


include Sir Geoffrey Howe, 
M.P., .Minister for Trade and 


Mergers. 

The conference' fee, it is anticipated, 
will be £66, inclusive of lunca and light 
refreshments on both days, full docu- 


.. mentation and VAT. Further informa- 
tion may be obtained from the Financial 


Times Conference Department, 388 


Strand, London WC2R oLT. 


COURSES FOR. TEACHERS 


"Three new courses of interest to teachers 
‘and prospective teachers of accountancy, * 


to be held during September and October, 
are announced by The Institute of 
Chartered Accountants in Pana and 
Wales. | 

The first, a residential cou:se to be 
Woly erhampton Technical 
Teachers’ College from September: sth, 
tó 7th under the chairmanship of Mr 


Bs G. Highcock, LL.B., F.C.A., F.C.C.A., 


A.M.B.LM., will discuss the relationship 
between economics and accounting, and - 
is intended for teachers of accountancy 
in both the public and private sectors. 
"The fee on this occasion will be Ln 
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inclusive. of. accommodation and meals. 

Two one-day courses are also being 
held at Chartered . Accountants! Hall. 
“The preparation and presentation of 
lectures, on September 24th, is aimed 
at training partners and others responsible 
for the education and training of articled 
clerks; 


“Teaching as a career”, on October |. 


Ltd, g Victoria’ Hall, 


2 


Corporation. Tax (John 'Chown), 
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pu Greenwich, 
London SEIO oRF, include Impact of 
Tax Changes on Income Distribution 
(C. V. Brown), 1971, 1972 and 1973 
editions, {1-20 each; The Reform of 
Conference on Proposals for a Tax Clodii 
System, £i50; and Hidden Costs of 


Taxation (C. T. Sandford), £2. 


THE ACCOUNTANTS’ | 
CHRISTIAN FELLOWSHIP 


- A service to begin the 1973—74 series of 


lunch-time meetings will be held at 


1.05 p.m. on Monday, September 3rd 


at St Peter-upon-Cornhill, London EC 3, 


. (entrance in Cornhill, Gracechurch Street 


end). The service will be conducted by 


the Rector, Rev. Alan J. N. Cook, M.A., 


and will’ conclude at 1.35 p.m. A buffet 
' lunch (charge: 30p) will be: available 


, immediately afterwards. 


16th, will offer accountants who are. 


interested in entering the teaching pro- 
fession the. chance of discussing the op- 
portunities available. Fees, inclusive of 
lunch, light refreshments and VAT, will 
be LA on September 24th- and "n on 
October 16th. » 

Further details of these courses, and 
application forms, are available from. the 
secretary of the Institute’s Education 
and Training Committee at: Chartered 


Accountants’ Hall, Moorgate Place, Lon- 


don EC2R 6EQ (1- —628 7060). 


INSTITUTE FOR FISCAL STUDIES 


1973-74 Programme 


_ The outline programme of the Institute 


for Fiscal Studies for 1973—74 includes 


"Orbit", 


conferences ` on ‘Problems of VAT in. 


operation’; ‘Co-ordination of tax regu- - 
lations”; and “Taxation and the En- 
vironment'. A lecture meeting is also 


proposed for a date in February 1974, . 


"when Mr Dick Taverne, Q.C., M.P, 
Director of the Institute, will speak on 
"Public Expenditure’. 


Publications of the Institute, available 


from Rea Publications Services 


[gx we TS T SMA] 


In following months lunch-time meet- 


ings.will be held at 1 p.m. on the first 


Monday of each month. The field for 
discussion will be indicated by the fact 
that Jesus said: ‘By their fruits you shall 


“know them.’ 


“INTO ORBIT. 


The solution to the crossword ‘Into 
compiled by Kenneth -Trickett, 
F.C.A. , published i in last week's i issue, is as 
follows: 


PECULIAR 





Lights of eight letters were positioned by 
giving the diagram:a quarter-turn clock- 
wise. Lights of six, seven and twelve 


"letters were positioned by giving the 
diagram a quarter-turn anticlockwise. 





JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF 


WORKS, FACTORIES, 


“ASSETS 


PLANT & MACHINERY, Etc. ^ 


01-402 9361 
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| CamnonAssurance > — 
| announce new high annuity rates 
|. -=£1,503-90 foramanof6, 


o^ an 





Here are examples of the new high rates based on a purchase price 
of £10,000. j 
Purchased Life Annuities (payable half-yearly in arrears without 
proportion to date of death). 


MALES FEMALE 


EMI A aa aaa APRA BLO IN CRA 


1256.30 
1357.60 
1503.90 
1715.70 
2021.40 
2464.50 


(£pa) . (£p.a) - 


1187.20 
1258.90 
1364.10 
1518.80 
1746.70 
2085.30 





wt 
F 
- 


. Hancock Annuities (payable monthly in advance without proportion 
to date of death based on a purchase price of £10,000). 


MALES FEMALES 


(£ p. a.) 


1236.60 
1341.36 
1493.28 
1713.96 
2033.76 


(£ p.a.) 
1165.32 


1239.60 : 
1348.56. 


1509.48 
1747.56 


249276. - | 2099.16 
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For full details of our new f 

rates or quotations please | Cannon | 

contact our Annuities | Assurance | 
Department, 01-902 8876, ' al 

Extension 255. «e X 


Cannon Assurance Limited 
1, Olympic Way, Wembley, Middlesex, HA9 ONB, 








IT'S. SIMPLE! ITS EASY! 


WHICH COURSE DO YOU NEED i 


(1972-73 courses are here on offer, 1973-74 courses not available until 1974. Please write for details.) 
College courses cover College syllabus. SS.1 covers tax. SS.2 covers executorship and estate duty. Those who want courses 
to help them through a particular professional examination zre advised to take the following courses and omit sections not | 








required by the syllabus of their examining body. This is the position: 


IF YOU ARE DOING... YOU. WANT ...| 


INSTITUTE OF TAXATION - Oct, cdd 
Associateship Intermediate. : Tt 
Final 
Fellowship 
INSTITUTE OF CHARTERED ACCOUNTANTS I IN ENGLAND AND > WALES - Nov. 1973 
Final Part 1 Advanced Accounting x 
Taxation I 
English Lew II. Trusts. 
Final Part II Taxation H 
INSTITUTE OF CHARTERED ACCOUNTANT S or SCOTLAND - Sept. 1973 
Part I. Paper 3. Income Tax 
Part II (A). Paper 3, Trust Law 
Part IV (A, B and C). Paper 2. Taxation I 
Part V. Paper I. Taxation II - es fs x 
ASSOCIATION OF CERTIFIED ACCOUNT ANTS - Dec. 1973 and June 1974 
Section III. J. Taxation T x 2x 
Section IV. O. Executorzhip 
Section V. R. Taxation 
LAW SOCIETY ~ Aug. 1973 m 
Part 7I. Head 3, Revenue Law (Compulsory) "en id 
INSTITUTE OF MUNICIPAL OS nn ACCOUNTANTS - Nov. 1973 
Final Part 2, Accountancy 3 and 
INSTITUTE OF COST AM MANAGEMENT ACCOUNTANTS - Nor, 1973 
Part Y, Taxation : id 
INSTITUTE OF CHARTERED SECRETARIES AND ADMINISTRATORS - Dec. 1973 
Final Part III. Secretarial Practice (Taxation) . is 
COUNCIL OF LEGAL ELUCATION - Sept. 1973 
Part O. Section IV. Revenue Law (Optional) y 
INSTITUTE OF BANKERS. TRUSTEE DIERUM: Sep. 1973 : 
Part L Law Relating to Wills, etc. i 
Part If. Trust Taxation a 
Part 1I. Trust Accounting 


IF YOU ARE TAKING EXAMINATIONS IN THE FIRST SIX MONTHS OF 1974... YOU WANT... 
1972-73 COURSES AND NEXT YEAR'S COURSES. (Exception: Association of Certified Accountants, See above, 1972-73 | 


course should suffice for June 1974.) 


BST 








SS 2 
S81 and 5S.2 


. OUR CURRENT |] 


IF YOU WISH TO STUDY TAXATION WITHOUT EXAMINATION, YOU WANT SS.1 AND/OR SS. 


IF YOU WISH TO JOIN THE COLLEGE OF TAXATION AS A MEMBER, YOU WANT SS.1 AND SS. 2 AND, THEN, 


AN APPLICATION FORM. 
IF YOU WANT A FIRST-CLASS REFERENCE MANUAL ... YOU WANT SS.1 AND/OR SS.2. 


THERE IS NO WAITING! 


* COMPLETE ‘NO-TEXTBOOKS-REQUIRED’ COURSES ARE SENT TO YOU. 


NO TEDIOUS DELAYS! 


* FAMOUS EASY-LEARNING, SELF-STUDY MANUALS YOU WILL BE PROUD TO OWN. 


-* SPECIAL BONUS! WITH SS.1 YOU GET AN APPENDIX ON 1973-74 UNIFIED AND IMPUTATION 


SYSTEMS PLUS THE OFFICIAL REVENUE PUBLICATIONS. 


* TERMS: U.K. RESIDENT APPLICANTS, including postage. SS.1 £25. SS.2 £12°50. Alternatively 
send £5 deposit and ask for extended credit forms. Please send cheques or registered cash. 
OVERSEAS APPLICANTS, including airmail postage: SS.1 SS.2 

Bahamas, Cayman Islands, Ceylon, Colombia, Guyana, Hong Kong, India, 

Jamaica, Kenya, Malawi, Malaysia, Mauritius, St Lucia, Sarawak, 


Se«chelles, Singapore, Tanzania, Uganda, U.S.A., Zambia .. . £30 £15 
West Cameroon, Cyprus, Gambia, Ghana, ri Jordan, Kuwait, t, Libya, “Malta, 

Nigeria, Saudi Arabia, Spain, Sudan, U.A.R .. £28 £14 
Belgi ym, France, Gibraltar, B.F.P.O. .. £26 £13 


It is -egretted that credit cannot be offered'to overseas applicants. Please send 
sigit drafts. 


* PEE-RECORDED CASSETTES. 
Both courses are available on pre-recorded cassettes as an optional extra provided you 
have already purchased the relevant self-study course. Please ask for details when ordering 
your zourse. 


RUSH YOUR ORDER TO: | IMPORTANT NOTICE 


LONDON SW6 examination for the 





JOB OPPORTUNITIES FOR ENTHUSIASTS ONLY. We may shortly have a vacancy for secretary/administrator, able to | | 
-type and drive, prepared to live on premises. Also writer/lecturer who thoroughly knows our courses, able to type and drive, etc. 
The hours are ‘long, the work is hard but the satisfaction is immense. Both posts are pensionable. Please send full personal details | 


in envelope mazked ‘Private’ to The Director of Studies. 


id 
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Telephone 01-736 8389 | Annual Certificate in 





THE COLLEGE OF TAXATION | 255265 co submit your name and address imme Y | 
Na ately. In due course we will be pleased to'post you f | 
2 OAKBURY ROAD details of our 1974 programme, membership and 


Taxation 





ET. 
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SHOP, OFFICE & INDUSTRIAL 
INVESTMENTS REQUIRED 


Substantial funds available for purchase, development finance 
and sale/leasebacks . AGENTS RETAINED 


Full particulars to P. S. WINFIELD, F.R.I.C.S. 


LONDON 29 St. George Street, Hanover Square, London W1A3BG . Tel 01-629 9292 
PARIS Healey & Baker SA 33 Rue Galilée Paris 75116 Tel 723 72 24 
BRUSSELS Healey & Baker SA 42 Boulevard de la Cambre Brussels 1050 Tel 48 90 20 
Established 1820 AMSTERDAM Healey & Baker Jan Willem Brouwersplein 11 Amsterdam Z Tel 73 83 26 


ACCOUNTANT 


TEMPORARY BINDING CASES 


This is the only self-binding device that 
makes a real book and allows the pages 
to lie perfectly flat when open. Twenty- 
six Issues and index may be bound by 
inserting a new metal rod each week. 
The case is covered in blue cloth suitably 
worded and of an extremely attractive 
appearance worthy of the best book- 
case. 


£1:15 NET 


£1:42 including post/packing 
£1:27 including VAT U.K. 


THE ACCOUNTANT 
151 Strand, London WC2R 1JJ 
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UK and Oversea Firms Compared 


HERE are something like 3,000 oversea-controlled 

companies registered in the UK and just over 11 per 
cent of their number, comprising the largest of such 
companies, account for nearly three-quarters of the total 
net assets of all overseas companies. Some indication of 
their size is reflected in the fact that between them they 
account for about ro per cent of the assets of all British 
industrial and commercial firms. 

These overseas companies are heavily concentrated in 
certain sections of industry, most notably in motor vehicles, 
and with substantial holdings in chemicals, engineering, 
as well as in the refining and wholesale distribution of oil. 
In other words, there is a tendency for overseas investors 
to concentrate on capital-intensive industries with above 
average rates of growth. The result has been that with a 
continuing flow of new investment, the proportion of 
British industrial assets controlled overseas has steadily 
increased. 

These facts concerning an important segment of the 
British industrial scene are derived from the latest analysis 
in the Treasury publication, Economic Trends for August, 
of overseas companies and their finances. A further inter- 
esting point concerning them is that only r3 per cent of 
their number were quoted on the British Stock Exchange. 
In any case, these companies do not rely on the market for 
their finance. In fact, while they showed the highest level 
of bank borrowing, the proportion of their finance raised 
outside the company, apart from net advances from the 
parent companies, was similar to that for UK-controlled 
companies. 

On the other hand, the overseas non-quoted companies 
were, in the years 1969 and 1970, more profitable than UK- 
controlled companies. These higher profits, however, do 
not appear to have been passed on in the form of dividends. 
Rather, a higher proportion of earnings was retained which, 
together with the considerable funds raised externally, 
meant that such companies grew in size faster than either 
home-controlled companies or oversea firms quoted 
on a UK market. 

The estimates of rate of return on capital employed show 


that in 1970 the overseas non-quoted companies had a rate 
of return of 15) per cent, compared with about 13 per cent 
for UK controlled companies, both quoted and non-quoted. 
The relatively small group of overseas quoted companies 
had a rate of return of only 8J per cent; there was in any 
case a fall in profitability between 1969 and 1970. 

Such comparisons of profitability are based on a com- 
parison of the ratio of net income, after deducting depre- 
ciation and bank interest, to net assets. The statistical 
limitations of such a measure are self-evident; there is, 
for example, the obvious question of the basis of the 
valuation of net assets. On the other hand, while such con- 
siderations may be significant when comparing one or two 
companies, they are unlikely to be of much importance 
when the aggregates of groups of companies are being 
compared. 

Just as the relative profitability of the overseas non- 
quoted companies differs from that of the UK quoted 
companies, so the pattern of financing was significantly 
different. Bank loans at 18 per cent of capital employed in 
the case of the overseas firms were much higher than 
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for any other group, including both UK quoted and over- 
Seas quoted companies. Overseas non-quoted companies 
differed mainly in respect of debtors, creditors and stocks. 
Debtors at 54 per cent of capital employed represented in 
1970 over half as much again as for UK quoted companies, 
while creditors were nearly double. Part of these differences 
were explained by inter-company transactions with the 
overseas parents, which were included under current assets 
and liabilities. 

Net advances from parent companies were equal to 
15 per cent of capital employed, but goodwill was less 
important than for the UK quoted companies. Stock levels 
in relation to capital employed were relatively higher for 
overseas non-quoted companies than for UK companies, 
being 44 per cent of capital employed compared with 34 
per cent. All the available data indicate that in the 18 
industry groups in which overseas non-quoted companies 
are to be found, stock levels in relation to capital employed 
were in 1970 appreciably higher than for UK non-quoted 
companies in eight of the groups, about the same in six 
of them and lower in only five groups. 

Comparing the development of the two main groups, 
i.e. UK quoted and overseas quoted companies, over the 
two-year period in the DTI analysis, it is noteworthy that 
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while the overseas companies and the UK non-quoted 
companies increased in size by internal growth, the UK 
quoted companies appear to have been more dependent 
upon the acquisition of existing firms to maintain 
a similar rate of increase of net assets. The UK companies 
invested more in the acquisition of subsidiaries, paid for 
primarily by issues of shares and loan stock. 

It remains to be seen what the future will bring for trad- 
ing companies within the UK economy. It seems accepted 
now that the rate of growth in total output within the UK 
economy has begun to slow down, just as final demand is 
slackening. According to the National Institute’s Economic 
Review, this year’s large rise in the gross domestic product 
will be followed next year by an increase of about half that 
for the former year. Both consumer and public sector 
expenditures are expected to decline, with the result that 
there will be some contraction in the rate of increase in 
capital spending and there are already signs of a re-building 
of stocks. On the other hand, there should be a substantial 
reduction in the size of the balance of payments deficit 
next year. Unfortunately, the National Institute expects 
that the retail price index will rise this winter at a rate of 
around 10 per cent. Neither for incomes nor for profits 
is the prospect rosy. 





More Publicity for 
Accountants? 


in the case of accountancy, is that a 
significant part of many practices con- 
sists of recurring work, so that per- 
sonal publicity for the individual prac- 
titioner would tend to a lack of con- 
tinuity in handling clients’ affairs, and 
to an all-round increase in the level of 
practice expenses with no commen- 
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prr INS of the present 
restrictions on advertising enforced 
by the professional bodies in the ac- 
countancy profession have been freely 
forecast, despite a lack of official com- 
ment. The full report of the English 
Institutes Ethics Committee under 
the chairmanship of Mr K. J. Sharp, 
T.D., M.A., F.C.A., is not expected before 
the spring of 1974, but it would cause 
little surprise in professional circles 
if — having regard to the fundamental 
importance of the subject — the 
Council were invited to consider the 
committee’s views on publicity as a 
separate submission in advance of the 
main report. 

Nor ts there much likelihood of 
the Councils of the various bodies 
being prepared, to countenance unre- 
stricted publicity for individual prac- 
tising members; the most that is 
likely to be permitted, on present 
indications, is a limited amount of 
informative and strictly non-promo- 


tional advertising directed to a wider 
public awareness of the services which 
an accountant can properly perform. 
The Canadian Institute of Chartered 
Accountants, it has been pointed out, 
already permits limited advertising to 
the extent of publishing members’ 
business cards in the press. 

It has been made clear, in official 
comment from the English Institute, 
that the Ethics Committee’s review of 
the present code was undertaken well in 
advance, and quite independently, of 
the more recent reference of restric- 
tions on professional advertising to 
the Monopolies Commission (The 
Accountant, May 24th). This refer- 
ence, in the words of Sir Geoffrey 
Howe, Q.c., M.P., Minister for Trade 
and Consumer Affairs, in no way 
carries the imputation that restrictions 
are necessarily against the public 
interest. 

A particular objection to an un- 
restricted “green light’ on advertising, 


surate advantage to the client. 
Speaking at last week's conference 
organized by ACASS (reported on 
other pages of this issue) on “The 
Profession — What Future”, Mr 
Halmer Hudson, F.C.A., a committee 
member of the London and District 
Society of Chartered Accountants, 
asserted that such advertising would be 
money down the drain'; he thought 
that accountants would be silly to get 
themselves involved with it. 


New Editor for 
Association's Journal 


3 Rebs new Editor of Certified Ac- 
countant, official monthly journal 
of The Association of Certified Ac- 
countants, has been named as Mr P. P. 
Muldoon, formerly assistant editor. 
In this capacity, Mr Muldoon has 
already been responsible for editing 
and producing the journal in the 
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bsence of the then Editor, the late 
Vir Robert Bell, at last year's Inter- 
rational Congress of Accountants, and 
luring the months of Mr Bell's tragic 
erminal illness. 

Educated at St Ignatius’ College, 
Stamford Hill, Mr Muldoon was 
called up for military service in 1941, 
ind saw active service in the Far East. 
After demobilization in 1947, he 
worked for a time in merchant bank- 
ing. He joined the staff of the Associa- 
tion in 1966. 

Among his leisure interests, Mr 
Muldoon includes music and cine- 
photography, and he is a keen sup- 
porter of Newcastle United. 


Irish Institute's 
Examination Results 


ESULTS of the 1973 summer 

examinations of The Institute of 
Chartered Accountants in Ireland are 
published in other pages of this issue. 
In all, 1,022 candidates presented 
themselves for one or other of the 
examination's five parts, of whom 498 
(47 per cent) were successful A 
further 6 per cent were referred in one 
paper. 

By one of those coincidences which 
occasionally enliven bare statistics, 
all the honours in Part IV went to 
candidates from Northern Ireland, 
and those in Part V to the Irish 
Republic. Mr P. J. Lyons, of Dublin, 
was placed first in Part V and was 
awarded the Incorporated Society 
Jubilee Prize, with Messrs P. N. Ryan 
and R. F. Whelan (both also of Dublin) 
second and third. In Part IV, first 
place — with the Samuel Smyth 
Memorial Prize — went to Mr J. 
Kennedy, of Belfast, with Mr W. B. 
Duffy (Derry) second and Mr J. 
Hunt (Belfast) third. 

Pass percentages of 66, 47 and 45 
per cent in Parts I, IV and V respec- 
tively showed little variation from the 
previous half-year's figures. Parts II 
and III, however, are still affected by 
transitional provisions. 


Prices and 


the Professions 
ROFESSIONAL bodies have been 
asked by the Price Commission to 
remind their practising members that 
persons providing professional ser- 
vices may not increase their charges 
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ACCOUNTANT 
except to reflect increases in allowable 
costs. 

Limitations on net profit margins 
apply to the profits of firms and 
individuals providing professional ser- 
vices, irrespective of the method by 
which fees are determined. In addi- 
tion, providers of professional services 
whose turnover exceeds £ 100,000 are 
required under the Counter-Inflation 
(Prices and Charges) (Information) 
Order 1973 to send to the Commission 
certain information, or to keep certain 
records about their charges and costs 
and profits as specified in the Order. 

Copies of the explanatory booklet 
The Price Code: A Guide to Your 
Obligations, and the notice PDS3, are 
available from the Price Commission, 
Cleland House, Page Street, London 
SW1P 4LW (o1-222 8020). 


Sharp Exchange 
at ACASS Conference 


OLLOWING an impassioned de- 

nunciation by Mr Robert Maxwell 
of the accountancy profession as *hand- 
maidens of a select minority' at last 
Friday's ACASS conference on "The 
Profession — What Future?’ Mr Stanley 
Middleton, F.C.A., offered him a copy 
of Financial and Accounting Responsi- 
bilities of Directors, ‘with my comp- 
liments, as an example of how directors 
should behave’. 

Mr Maxwell, who attempted to dis- 





Mr Robert Maxwell, M.C. (centre) in conversation with Mr Cecil Parkinson, M.A., F.C.A., M.P., 
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miss this booklet (published in 1970 
by the General Educational Trust of 
The Institute of Chartered Account- 
ants in England and Wales, with the 
collaboration of the Institute of Direc- 
tors) as no more than an expression of 
opinion with no official backing, had 
also criticised the profession for its 
tradition of ‘dog not eating dog’. No 
accountant in the role of a DTI 
inspector, he alleged, would criticise a 
company's auditors, lest the roles 
might be reversed on a future occasion; 
and he claimed to have read in vain 
‘all the DTI investigations, including 
my own' for criticism of an auditor. 
He appeared at this point to have 
overlooked the case of Pinnock Finance 
Co (The Accountant, May 13th and 
June roth, 1971), in which the 
inspectors offered detailed criticism of 
successive auditors of the company 
and of several of its officials, including 
the group chief accountant. 

Another well-known personality at 
the conference, Mr Cecil Parkinson, 
M.A., F.C.A., Conservative MP for 
Enfield West, spoke strongly of the 
need for more acountants in the 
political arena, where their expertise 
was essential for the control of an 
ever-increasing variety of public ex- 
penditure. The ten accountants in the 
present House of Commons were 
under-representative by comparison 
with thetraditional political professions. 

The conference proceedings are 
reported on other pages of this issue. 


and Mr Stanley Middleton, F.C.A. (right) — shortly after Mr Middleton had presented him with a 
copy of Financial and Accounting Responsibilities of Directors. 
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Death of Mr 


HE death occurred last week-end 

of Mr Wilfrid Guy Densem, F.C.A., 
a former senior partner of Deloitte, 
Plender, Griffiths & Co (now Deloitte 
& Co) and President of The Institute 
of Chartered Accountants in England 
and Wales in 1964-65. 

A native of Bristol, Mr Densem was 
educated at Clifton College, in which 
he took a keen and continuing interest, 
and served articles with the late Mr 
Gerald F. Todd, M.B.E., r.c... He 
qualified as a member of the Institute 
in 1928, and shortly afterwards joined 
the London office of Deloitte's, where 
he spent the remainder of his profes- 
sional life. He became a partner in the 
firm in 1946. 

He joined the committee of the 
London and District Society of Char- 
tered Accountants in 1949, and served 
as its Chairman in 1953-54. He was 
elected to the Council of the Institute 
in 1955 and served on many of its 
committees, including at various times 
the chairmanship of the Examination 
Committee and Investigation Com- 
mittee. He was Vice-President of the 
Institute in 1963-64 and President in 


Guy Densem 





1964—65 — the sixth partner in his firm 
to attain that office. 

Among his many professional ap- 
pointments, Mr Densem was appointed 
by the then Home Secretary in 1957 
to inquire into the costs of the Lon- 
don taxicab trade; to membership of 
the Trustee Savings Banks' Inspection 
Committee in 1960; and to member- 
ship of the Council of Administration 
of the Malta Dockyard in 1962. He 
retired from active practice in 1970. 





Statutory Audit 
Requirements in 
Germany 


S TATUTORY Audit Requirements 
in Germany, the second in a series 
of comparative studies of statutory 
audit requirements in various Euro- 
pean countries, was published recently. 

Similar studies on statutory audit 
requirements in Italy, Holland and 
Denmark are at present being drafted, 
and copies of the Italian booklet 
are expected to be available later this 
year. 

The studies are being undertaken 
by the Overseas Relations Committee 
of The Institute of Chartered Ac- 
countants in England and Wales, 
through its liaison committees with 
other accountancy bodies in Europe. 

The studies identify the more 
important provisions of the law in each 
country, illustrate the main differences 
from the UK requirements, and 
indicate the laws and other rules and 
regulations which should be con- 
sulted. The booklets should provide 


useful information for British com- 
panies operating in the countries 
concerned and for those thinkmg of 
expanding abroad. 

Copies of Statutory Audit Require- 
ments in Germany and of the first 
study in the series, Statutory Audit 
Requirements in France, are available 
from the Institute at Chartered Ac- 
countants’ Hall, Moorgate Place, Lon- 
don EC2R 6EQ, at {2-50 each, post 


free. 


Irish Republic Improves 
Social Benefits 


EARLY 300,000 people in the 

Republic of Ireland will be attected 
by the Government's decision, in 
fulfilment of an election pledge, to 
abolish the present income limit of 
£ 1,600 per annum for health service 
benefits as from April 1974. In return 
for a nominal weekly stamp of 15p, 
or £7 per annum from farmers and 
the self-employed, everyone will be 
entitled — irrespective of income or 
type of employment — to a wide 
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range of benefits, including hospital 
and out-patient services, maternity 
and infant welfare, and assistance 
with the cost of medicines. 

Nominal abolition of the income 
limit, also from next April, for un- 
employment benefit and pension rights 
is conditioned by the probable in- 
troduction of earnings-related con- 
tributions. The scale of these has 
yet to be decided upon, but appears 
likely (unless substantial additional 
costs are to be funded by employers 
or the State) to rise significantly above 
the present contribution rates of 
ÁLr:21 and {1-14 for men and women 
respectively. 


Certificates of Deposit 


HE popularity of certificates of 

deposit (CDs) was perhaps only 
marginally enhanced by the oppor- 
tunities for tax avoidance which 
prompted section 26 of the Finance 
Act 1973. In Standing Committee, 
the ‘Treasury Minister of State was 
more concerned about the competition 
with Government borrowing require- 
ments, and the Bank of England 
Quarterly Bulletin for June 1973 gives 
no conclusive indication of a flight 
from CDs following the imposition 
of income tax (or corporation tax) 
on the accruing interest content ac- 
quisitions after March 6th, 1973. 
However, the Bank claims that the 
vast increase in bank lending to the 
private sector in 1972 reflects profit- 
able investments by companies and 
others in CDs free of income tax and 
gains tax. 

The Inland Revenue have now 
issued notes which explain the scope 
of the new law. Section 26 applies 
where a CD — whether of sterling or 
of foreign origin — is acquired after 
March 6th, 1973, and subsequently 
disposed of or held to maturity, unless 
brought to account in trading profits. 

It is possible that the interest 
content is to some extent charged 
under prior rules of Schedule C or 
Schedule D, Cases III to V. Apart 
from any such charge, any profit on 
the transaction in CDs is assessable 
under Case VI. A loss is relieved 
under the provisions of sections 176 
or 179. The effect of the new rules is, 
of course, to eliminate the possibility 
of a chargeable gain or allowable loss 
under the capital gains legislation. 
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'AT Anomaly 


AND drainage works, in the view 
=of HM Commissioners of Customs 
nd Excise, are liable to the standard 
ite of VAT. This contrasts with the 
ero-rating of new construction and 
ivil engineering works; moreover, 
rainage works are eligible for Inland 
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Revenue capital expenditure allow- 
ances, and for capital grants on 
favourable terms from the Ministry 
of Agriculture. 

Highlighting this anomaly, the 
Country Landowners’ Association — 
which is pressing for reversal of the 
Commissioners’ decision — points out 
that in the case of tenanted land (and 
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this applies to half the UK's farming 
acreage) drainage is the responsibility 
of the landowner and not of the oc- 
cupier. An estimated £20 million VAT 
liability added to owners' costs would 
be a serious burden on the landlord 
and tenant system, and might deter 
landowners from carrying out essential 
work. 
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Accountants 
Avaricious 


by An Industrious Accountant 


| dum members of our weekly accounts department 
meeting were tense and edgy last week. Finally they let 
‘ip. Their salaries were too low, they argued with the 
inger of contestants who'd been worsted already in the 
same fight; inflation was winning hands down; something 
must be done. 

Our standard reply to such grumbles includes Phases 
One and Two, rocking the boat, chain reactions, and the 
overriding need for control. Anyhow, we could con- 
fidently expect increases for all, or nearly all, at the year- 
end, I explained, but that didn't check the attack. 

Cost-of-living increases, complained the office manager, 
were granted much too late — generally a year behind — but 
it was the departmental accountant who came out bluntly 
with the trouble. They were paid like pen-pushing clerks 
instead of like qualified men, he said, whereas the pushing 
salesmen got bonuses — and damn good ones, too. 

'The fact is that only those salesmen who exceed their 
budgeted sales or their excess contribution to specified 
overheads, are so rewarded. Salesmen must sink or swim. 
Those skilled in forecasting fashions, lucky with suitable 
weather, or quick to pick up bargains, did well. Those less 
fortunate might find themselves with frozen salaries, or 
demotion under the tactful title of ‘rotational training’. 

Our new costs man demanded to know how account- 
ants could possibly show their paces, trapped in routine 
repetitive working ruts, devoid of challenge or inspiration. 
The internal auditor groaned over his dreary treadmill, 
checking his colleagues’ first-class performances. ‘The 
financial accountant said his section’s procedures had 
scarcely changed over a decade, and his one outside foray 
into Eurodollars had almost proved a disaster. How could 
they possibly earn lump-sum bonuses? 

The thought that they had originally opted for safe 
pensionable careers, devoid of risk as well as of opportunity, 





didn’t occur to them; PAYE deducted at source is lethal 
to wealth. Riches follow the hard-eyed merchants who 
always face the chance of poverty. The owner of Masefield’s 
Quinquereme of Nineveh, 

‘With a cargo of ivory, apes and peacocks, 

Sandalwood, cedarwood, and sweet white wine...’ 
might make profits untold, but if he found his market 
already glutted with gorillas he could lose his Assyrian 
shirt. Either way, his chief clerk with papyrus and paint- 
brush got copper coins. 

As for us accountants, millionaire status depended on 
using our financial expertise to traffic in our own spheres, 
in currency deals and take-overs and government-linked 
investments, in the tracks of Rothschild and Kennedy, 
of Slater and Onassis, in saving munificently grateful 
clients from the tentacles of the tax man. 

Costs said he’d rather buy cocoa short, and in the 
following laughter we forgot our profession’s precarious 
poverty. 
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Future of the Profession 
Lively Debate at ACASS Meeting 


EVERAL well-known names com- 

bined to present a lively and at times 
contentious response to the theme of last 
week's ACASS conference — "The Pro- 
fession — What Future? Opening the 
debate, Mr Douglas Llambias, A.C.A., 
A.T.I.1., outlined a number of topical 
and potentially sensitive issues which 
affected the profession's public image and 
its services to clients: accountants, he 
said, had gained work in the past at the 
expense of other professions, but were 
now in some danger of losing work to 
merchant banks and others. These issues 
would include: 


(1) The case for an institute of practising 
accountants only; 

(2) Alternative audit standards for public 
and private companies; 

(3) Whether the profession was any- 
thing more than a “scorer”; 

(4) The need to impress politicians and 
businessmen with the services which 
accountants could offer; 

(5) Social responsibilities ; 

(6) The independence of auditors, par- 
ticularly when the same firm also 
performed other services for the 
client ; 

(7) Whether the Institute of Chartered 
Accountants really was representa- 
tive of its members; 

(8) Partial nationalization of the profes- 
sion; 

(9) The social and ethical acceptability 
of tax planning; and 

(10) Whether professional development 
was hindered by outdated ethics. 


Mr Llambias wondered whether the 
image of the chartered accountant was 
really “all that bad”, and hoped that the 
speakers’ views would be carefully con- 
sidered by the Institute. 


Practising members only ? 


Mr Ronald Gorlin, B.A., A.C.A., of 
Arthur Andersen & Co, deputising for 
Mr I. H. Davison, contrasted the 
different approaches of the Institute's 
practising and industrial members; the 
job of the practising member, he thought, 
had never been so interesting, so varied 
and important as it was today. The 
industrial member was, in his view, ‘a 
different animal’, and one who, if 
attendance at Institute courses was any 
guide, appeared to have lost interest to a 
great extent in what was going on in the 
profession. There were significant dis- 


tinctions between practising and in- 
dustrial members in independence, in 
their fields of interest, in training and in 
outlook, and he claimed that it was 
difficult for the Council to take the right 
lead while it had a mixed membership of 
industrial and practising members’. 

He alluded also to the possibility of 
alternative audit standards for private 
and public companies, and suggested 
that there was no one definition of a 
‘private? company to fit relatively large 
family groups on the one hand and, on 
the other, small businesses where control 
was virtually in the hands of a single 
person and the ‘auditor’ also did most of 
the book-keeping. Was it possible for an 
auditor to report adequately, using the 
same formula for all sizes of company: 
and was a ‘negative assurance’ acceptable 
for small companies where separation of 
internal control functions was im- 
practicable? 

Mr C. E. Parkinson, M.A., F.C.A., 
Member of Parliament for Enfield West, 
the second speaker, doubted from his own 
experience whether many businessmen 
would be prepared to pay audit fees for 
the sort of report which Mr Gorlin was 
apparently proposing to give them! 
The Bolton Report had found that 25 


per cent of Britain’s gross national pro- 
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duct, and one in three of her labour 
force, related to small businesses; this 
was a significant sector of the economy 
whose interests had to be looked after. 
There would always be ‘a huge range of 
small businesses needing professional 
expertise’. 

He rejected Mr Gorlin’s argument for 
segregation of the practising and the 
industrial member, pointing out that 
nobody worked for love and that the 
letters ‘ACA’ were just as much of a meal 
ticket within the practising office as 
outside it. The UK profession was 
already too divided, and - particularly 
within the European context — should be 
working towards integration rather than 
‘the further artificial dichotomy which 
has been pushed at us this morning’. 


Accountants in Parliament 
As an MP, Mr Parkinson said that he had 


found ‘being an accountant is almost 
something that one has to live down!’ 
The present House of Commons in- 
cluded only ten accountants (five members 
of the English Institute, two of the As- 
sociation, and one each from the Scottish 
Irish and Canadian Institutes), in com- 
parison with 83 lawyers. “We are hope- 
lessly outnumbered as a profession’, Mr 
Parkinson declared, “and it is time we did 
something about it’. 

In fulfilment of its functions as a 
debating chamber and a legislature, 
Parliament had tended to overlook its 
third important function, that of control 
over the executive. There was a need for 
accountancy expertise in controlling an 
ever-increasing variety of public expendi- 
ture, and for accountants to bring their 
influence to bear on the problems of the 


EN 


The conference chairman, Mr Douglas Llambias (centre) with the first wwo speakers — Mr 
Ronald Gorlin (left) and Mr Cecil Parkinson, MP. 
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ty, too much had been left to what he 
ascribed as ‘the traditional political 
-ofessions’ and it was time to put the 
ilance right. 


iovernmental control 


[r Robert Maxwell, M.c., forecast a 
reasure of ‘nationalization’ of profes- 
onal accountancy practice 'as a possi- 
ility, though not as a necessity’ unless 
ertain steps were taken by the profes- 
on. Headvocated legislation tostrengthen 
e establishment of the Inland Revenue, 
> that all documents, books and returns 
ould be inspected by a Revenue agent, 
n the taxpayer's premises, at least once 
very three years, thus eliminating the 
ccountant’s present role as an inter- 
rediary. 

‘First and foremost’, Mr Maxwell 
laimed, ‘you are a very conservative and 
idebound lot, concerned only for the 
»bby and the prestige of your profession. 
Tery few of you worry about the social 
esponsibility which you carry as audi- 
ors — hence your profession is the hand- 
naid of the very few people in this 
ountry who have capital”. "Pax loopholes, 
ie alleged, were exploited by accountants 
o the benefit of a small minority, and he 
hought it just not fair” that this should 
ye allowed to continue. 

He described accountants as 'captive 
yillars of the City establishment’ who had 
bdicated their responsibilities to the 
reneral public. He accused auditors 
renerally of standing too close to their 
lients, and saw a case for changing 
iuditors “as frequently as one changes 
me's passport'. 

Though Mr Maxwell won predictable 
ipplause by accusing the profession of 
merciless exploitation' of its junior staff, 
he impact of his address was consider- 
ibly reduced by Mr Stanley Middleton, 
C.A. — who enumerated in rapid succes- 
sion several errors of fact, and presented 
Mr Maxwell with a copy of the Institute's 
»ublication Financial and Accounting 
Responsibilities of Directors. 


Developing the profession 


3peaking of the development of ac- 
:»unting standards, Mr Middleton re- 
ninded the conference that it was the 
lirectors' responsibility to produce true 
ind fair accounts, and the auditor's duty 
‘o report thereon. The initial series of 
Recommendations on Accounting Princtples 
had lacked “teeth”; and, on the other hand, 
1ccounts bound to a legalistic set of rigid 
rules might be neither true nor fair. 
He thought that American accountants 
were ‘miles ahead’ of the UK profession 
in establishment of definitive audit 
principles, and saw this as a logical next 
step for British accountants. 

Inflation and the constantly fluctuat- 


LES 


Mr Halmer Hudson (left) and Mr Robert Maxwell expressed differing viewpoints 
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on tax planning. 


ing value of the £ was forcing the profes- 
sion to look away from its traditional 
regard for fixed historical figures, calling 
for a more sophisticated approach and 
introducing a new dimension into the 
need for financial advice. This was a 
responsibility which Mr Middleton said 
should not be allowed to pass out of the 
hands of the profession. 

No longer was it sufficient, he con- 
tinued, for directors to take profitability 
as their sole criterion; a company must 
function as a responsible element of the 
society in which it operated, and had a 
moral responsibility to contribute in the 
widest sense to the community. He men- 
tioned the concept of 'value for money' 
inherent in audits under the Local 
Government Act 1972, which increased 
scope for exercise of the judgmental 
function. 

He concluded his address with a 
review of the Institute's “track record’ 
over the past ten years — which, though 
much remained to be done, was in itself 
an impressive catalogue. Members must 
accept, he said, that good communica- 
tions would cost money; the future of the 
Institute and of the profession must 
depend on individual efforts properly 
directed. “If we can do a better job and 
make people proud of their Institute', he 
declared, this must be a good thing”. 

Mr Halmer Hudson, F.C.A., the final 
speaker, alluded to the much-publicised 
remark at this year's Inland Revenue Staff 
Federation's conference about 'account- 
ants’ certificates not being worth the 
paper they were written on' (The Ac- 
countant, May 31st); this, he recalled, had 
been made in the particular context of 
suspected abuse by self-employed sub- 
contractors, by a single Revenue officer 


who, from his own knowledge of Inland 
Revenue organization, could not have 
been at a higher level than a grade III 
(partly trained) inspector. The profes- 
sion's services, in his experience, were 
well regarded by the higher ranks of the 
Inspectorate. 


Tax planning 


He saw tax as a cost on business and on 
individuals, and there was nothing wrong 
in taking proper steps to reduce its 
impact. He distinguished between evasion 
of tax — often by re-dressing a past 
transaction — and legal avoidance by tax 
planning for the future. Though propor- 
tions varied as between individual firms, 
perhaps ro per cent of his own firm's fee 
income related to tax work and some 
nine-tenths of that was ‘compliance’ 
work — thus no more than 1 per cent of 
the whole was ‘avoidance’ planning. 

Successful tax planning must be 
founded on a sound commercial basis, 
and he saw little future in devising a 
scheme first and then trying to make the 
circumstances fit it. The modern com- 
plexity of Revenue law was such as to 
make the services of a tax specialist 
essential, and he claimed that the real 
difficulty lay not so much in formulating 
advice as in persuading the client to 
accept it. 

Speaking of the Institute's image, Mr 
Hudson argued that its public relations 
were bad — as evidenced by the declining 
percentage of the membership which 
troubled to record its vote at meetings. 
News media generally were not aware of 
the full range of accountancy practice, 
and television, in his own words, was 
'cluttered up with economists'. 
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by J. VOS, Member of the Nederlands Instituut van Registeraccountants and Deputy 
Director (Administration) of NV Philips Gloeilampenfabrieken 


Sir Ronald Leach, Chairman of the ASSC says in his foreword to ED8 (The 
Accountant, January 18th) that the exposure draft is an attempt ‘to provide a 
solution to one of the most difficult problems of modern financial stetements'. 


This is no exaggeration. The problem is indeed difficult, even for directors, 
auditors and accountants in a country like the Netherlands, which can with some 
justification claim to have built up a certain reputation as regards eliminating 
from the annual accounts the effect of changes in the purchasing power of 


money. 


pL is not the object of the following comments to provide 
an exhaustive and critical comparison between the 
proposed standard on the one hand and Netherlands 
practice on the other; although the influences of inflation 
are largely eliminated in one form or another by some 
companies, the practice is by no means a rule in the 
Netherlands. As, however, these comments will be on 
public record and may be read by some who are not them- 
selves familiar with Netherlands practice, the typical 
differences are given below: 


(1) The proposed statement is, we believe, intended to be 
regarded as a standard for quoted companies and event- 
ually, perhaps, for all companies. In the Netherlands there 
is no obligation and there are no serious tendencies in 
that direction; the most that is required is that, in the 
event of a large discrepancy between book value and 
current value, the discrepancy must be reported in the 
explanatory notes to the balance sheet. 


(2) The proposed statement sets out to calculate the effect 
of the reduction in general purchasing power of the 
currency on the traditional annual accounts; the Nether- 
lands practice is to take into account the specific price 
development of assets which the enterprise requires for 
its continued existence. 


(3) One element of the proposed statement is updating, the 
process of translating figures of an earlier accounting 
period from pounds of current purchasing power at one 
date to pounds of current purchasing power at another, 
later date. Netherlands practice does not envisage up- 
dating, at least not as part of a system. 


(4) According to the proposed statement, the information 
takes the form of a supplement to the basic accounts 
prepared on the historical cost basis. In the Netherlands, 
inflation-adjusted accounts, when published, are the 
definitive annual accounts. Such enterprises even make 
it a rule that the system of internal reporting uses figures 
corrected for inflation (more accurately, price increases 
of specific assets). T'he price changes are systematically 
recorded in the ledger. 


(5) The proposed statement makes the distinction that a 


debit or credit balance of monetary items signifies a loss or 
gain respectively in purchasing power of the equity 
interest. Inflation-adjusted accounts in the Netherlands 
do not do this. 


Quoted companies 


If the starting-point is that a standard is necessary, then 
the arguments put forward in paragraph 2 of EDS for 
beginning with quoted companies are convincing. 

That a standard is necessary is more than adequately 
proved in the foreword. Indeed, companies' accounts are 
affected by inflation to a varying extent. Whereas most 
enterprises have to suffer from the effects of inflation, there 
are also some which profit from them, albeit at the price of 
high interest costs. The effect of inflation on the annual 
accounts on the part of every specific enterprise has to be 
quantified, because it is impossible either for managements 
or users of financial accounts to determine that influence 
even as an approximation. The limited value of ‘mental 
adjustments' is in fact clearly described in paragraph 6. 

In the past, an argument against leaving the development 
of the general purchasing power out of consideration was 
that its inclusion could have strange consequences in 
certain branches of industry. Examples such as that of the 
ballpoint pen (original price £2-50 or more, now sp) were 
put forward to indicate the incongruity. 

Such criticism cannot be levelled at the proposed 
statement of practice; the test of lower of cost (expressed in 
pounds of current purchasing power) and net realizable 
value is explicitly prescribed in paragraph 21. However, 
in view of the significance attached to general purchasing 
power, a number of comments are perhaps not out of 
place. 

It seems that the development of the general purchasing 
power of the equity interest is of no significance to the 
shareholder of the quoted company, even from the stand- 
point of the British shareholder whose pattern of expendi- 
ture is the same as that on which the consumer price index 


Spire € 6th, 1973; DUE RE 
is i based: In the first E itis | very ieh that he will 
sell his shares since he has acquired them for the sake of 
the dividend, speculative reasons, or both. 

‘But even if he wants to convert his shares into money, 


the purchasing power of the part of equity interest that.his ` 
. the profit for the purpose. 


shares represent will not influence him. To him the vital 
thing is the stock exchange value and nothing else. ^ - 
Another reason for accepting the significance which the 
proposed statement attributes to genéral-purchasing power 
could be the influence which it could have on the policy 
ofthe board of directors — in particular their recommenda- 
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tion of the rate of dividend. Ín our view, there should be : 


no-such influence and an example may help tó make this 


soméwhat clearer. (Ít must be assumed that the proposed 


supplement to the basic accounts is indeed intended to 
influence the thinking and acting of those concerned; .if 


this were not the case the standard would be bereft: or all ' 


reason for existence.) 


Dividend policy 
" Let us assume that an enterprise earns a date profit 


according to'its basic accounts, prepared on the historical 


© cost basis. In spite of a. now-customary inflation in Western 
“Europe, fixed assets and stocks only evince a slight specific 
rise in price. This is by no means an unusual situation; 

in industries in which technology develops quickly, such 


specific interests in price remain far below those affecting - 


„the primary necessities of life." 

If valuation and calculation of profit. are carried: out on 
| the basis of replacement value, the profit in this case will 
be a little less (not much); for instance, 4 per cent of equity 
compared to.6 per Tent:on a historical cost basis. 

In principle, this 4 per cent can be distributed as. 
dividend. Whether this is recommended and the recom- 
mendation is approved, depends on the judgment of those 
-concerned as to future possibilities and risks. | 

According to the proposed standard, however, there is 
only profit if and to the extent the equity interést has 
-increased by: an. amount greater than that: necessary to- 
maintain the general purchasing power of the 'equity 
interest. This is"shown to be the case by the example 
given: the equity interest of last year is converted. into 
` pounds of purchasing power at the end ‘of this year, the 
historic figure 809 thus being converted into 989. Taking 
into account a dividend payment of (converted) 61, with 
an equity interest at the end of the-year of: TO the Rs 
' is thus 89. 


¡What happens, however if in reality the general i increase : 
' in. price is.8 per cént and the specific increase in price of 


stocks and fixed assets lags well behind? In that case; the 
application of paragraph 21. will have the effect that the 
equity interest at the end of the year will be fixed at a lower 
figure than 1017. | 
. : Hence the supplementary balance sheet at the End of the 
year will — rightly — not give a too rosy picture of the equity 
interest. As, however, the balance sheet at the beginning 
of the year will be converted i in ‘the usual way, the profit 
according to the supplementary statement will be negatively 
affected, to whicli a severe objection can be raised. ` 

Under thése circumstances, namely where the profit. is 
moderate, the influence on dividend distribution policy 
ds in tact unjustifiable. There is, as, no 2890 reason 


- 


. but the former, in which the specific price increase lags - 


u 


Us. 


PA sitis the amount, dos which a -provisión has been . 


made in’ the ‘supplementary statement, from profit dis- 
tribution. ‘The enterprise will only require an extra amount. 
if business prospects motivate an extension of operations. 
In that case the right thing i is to appropriate a portion of 


If we are serious in intending the . pp 
statement to do more than just elicit the remark “how 
interesting’, and that the aim really. is to provide deeper 
insight into the progress of operations, then it must be. 
appreciated that the concept of profit used there is still not 
reliable. It remains, like the profit concept based on historical . 
costs, just the arithmetical difference between a number 
of parameters and therefore has no operational function.. 


. This is found to be so, moreover, even in the opposite ' 
case, where the enterprise has assets showing a more than 


average rise in price — for example, real estate. The sup- 


‘plementary statement takes no account of the'steep rise * 


in price. As a result, both the restated balance sheet and , 
the restated profit and loss account give a distorted picture. ' 

In the balance sheet the: fixed assets, and hence the 
equity interest as well, will obviously: be undervalued. 
The profit and loss account, however, paints too rosy a 
a picture, the only effect being to charge additional de- 
preciation based on cost measured in pounds of current 
general purchasing power. 

The combined effect of these. differences is all the more 
important because the equity in such enterprises is often 
relatively low. As. a result, the figure for return-on total 
equity interest can give a completely misleading impression. 
It can perhaps be stated. that the latter case is uncommon, 


behind in a general situation of rising prices, is not. 
Paragraph 15 of the exposure draft, which suggests that 


directors can comment on the significance of the figures . 


in the supplementary statement, is by no means convincing. 


In our opinion this aspect does not merit recommendation. | . 


A large number of people had confidence in the traditional 
accounts and, as this confidence diminishes, the attempt 
now being made to provide something better should be 


‘. welcomed, though not in the form of a supplementary 


1 


statement. We do not believe that 1t can be à matter for. - 


-directors to state how much significance is to be attached *. 
to the supplementary statement. Were that really the case, a ` 


change of approach should seriously be considered. 


Updating 


In the. exposure draft this a eque is only dealt with 
briefly; it is, moreover, so simple that there is no need for 
more ‘detailed treatment. One might suggest that series of 
figures, covering periods of more than two years, such as are 
to be found in many annual reports, also must be updated. 

In paragraph 14, the need to continue to present historical 


cost accounts ‘could stem from the argument that many . 
legal and contractual‘ obligations are implicitly based on the ' 


use of figures so prepared. This would seem to be an in- 
consequential argument, which makes it all the more 
regrettable that it should be used to prevent a real change 


-. from being brought about. 


It has already been assumed that the supplementary’ 
statement must be of significance in helping those con- ' 
cerned in forming a judgment; that, at least, will no doubt 
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. Yt. must. be: open to doubt, however,: "whether. this “will 
iS" succeed; The supplementary statément will bé less detailed . 

: than the traditional accounts, and it will often' therefore . 
273 bet necessary: to have-recourse tó the traditional: accounts in -:: 
-= >. “order to obtain a; greater: insight. Those who. “have-not:yet ` 
pe "completely. lost faith-in ttaditional- accounts: or:who prefer.” 
`, + to"trust their own ‘mental adjustments" vill: thus. make 1 no. 
1 ame of this supplementary statement. ` uia. ak 

“Sa: CTheré is; ‘moreover, an additional’ dns to the exist- 
TA “ence, in one form or another of. two sets of annual’ accounts. ` 
"There is a: danger that either the traditional accounts or the... 
+ restated accounts will be ‘used where it-is convenient to’: 
those concerned, such as to shareholders who have varied. 
interests, or other groups with à right tó profit —to say. 
. nothing of'strade unions. The. temptation is extremely, 
. great for. one or“other group to have ‘recourse to various: 
e x Pure. that happen to suit their own purpose. 3.2. 


E In particular, however, we'tegret the fact that the adi a 


: ET "tional ‘annual accounts are not simply. réplaced by: bétzer . 
M 5 < “ones, because this is a symptoni of a-far more important, but. ` 
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os is’ correciion for: inflition: 1 iri the. iid ads 
alone, by-méane ofa supplementary O that it 15 
incorporated 1 in the-book- “keeping throughout. |. -^ , - 

- There has. already-beeri. some criticism of the. exposure 
“drafti in this: "paper, -námely with respect to the significance 
attributed i inittothe development: of the general purchasing. 
. power of the pound. Such criticism, however; is not in- 
. tended aas. a plex for its. withdrawal: ‘On the contrary, the. 
"draft should rernáin às it-is if it cannot be improved upon: | 

“If, therefore; the principle must be maintained that the. 
development of the general purchasing | power i8 the basis: 
“for correcting inflation, ‘we plead’ for- a. system. in which 
- increasing prices are. indicatéd. as-far back as.the book: 
_keepirig devel, Es theri. its. influence - is apparent in the. 


" internal reportirg at: all:lévels of-mianagémient;; -> 


‘If that is not found, to be possible, the minimum re- 
quirement shou:d.be'àn inquiry as to. how the objection. 
. raised in pages 14: can n be: óvercome in the Jong: teim.. 
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<in our opinion fallacious idea ~ 


: that, "although: people ` 


treatment of monetary. items: and of ñon-morietary items, ` 


l pu “accept the. need for- taking: inflation into consideration in....e, g. fixed assets. The value of fixed assets at the: end-of the 
"financial ‘reporting, it is not realized. that: inflation should -` year is réstated, that.of monetary items. more naturally- 


x = : bé tecognizéd continuously, dei the nue at. 
E Es all. levels;; “e - o dod 

Oe Se The system of replacement "uds accounting as: applied: 

] E. "in the Netherlands is not only: known to have shortcomings | : 

X ^ folten "unavoidable) in: execution but, a8 will:be referred to.” 
, P UN comments of a more fundamental: nature can: be.: 

2 ~ made with regard to it.. Those who use the system, Know, : 


‘not. Restating th= value of stocks at the end of the year will: 


in general have no: “great Significance, ‘unless systems such 


'a$ LIFO are. applied...” The. figures: at the beginning of the 
year are' all restazed. `- " 

` This ‘means. that: proc ‘expressed i in terms of the: ‘sup-' 
- pleméntary statement is” dependent: to'somie extent on: the ` 
- financial. structure;'If:there is.a debit balance. of monetary 


. .- ¥<..however, that one of its véry. important, aspects ïs that it", assets-and. liabilities, ‘the profit in the supplementary state- 


E S exerts an influence’ on the, behaviour. of officials" at’ all- 
"levels of the enterprise. Anyone. with any responsibility. i 
uch for results, costs :and. the employment, of capital is con-". 

a E . 'tinuously: confronted i in this-system with figures. adjusted ` 
x “tora basis reflecting increases-in prices. 00 cr 
iu a 4 ^'; Replacement value accounting, therefore, has a significance * 
i E " whieh far éxceeds that of good book-keeping. or intelligent ` 
“ publication of figures. The incorporation of the influence of ` 
- ‘changes in prices in book- keeping indeed ‘leads to the fact - 
‘that the annual accounts give a truer and fairer view". 
_ than would: be the case if such accounts were prepared: on” 
the historical ¿cost -basis. What is. still more. important is ` 
- that all levels of. inanagement are affected in their actions : 
Rr “insuch a way that/at least part:of the garage which can n.bé ; 
. ne “caused "by. inflation is warded: ola A n E 
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7 M ^ Alternative courses ^1. a. E I. | 

Paragraph $ considers it. oabi for replacement valué.- 
2" DR E and accounting for changes in the purchasing | 
e T - power. of money” to exist side by side. We-do'not share this... 
a : : point of view and believe itto be extremely optimistic to 
a 3 m .. assume that the-directors of an-entetptise which:is obliged -~ 
SN s .to prepare a. supplementary: statement will go to the length * 
"> of applying replacement value: accounting in addition. At 
- “<> most, the- individual company. which already does :so, will 
eg “continue, but:that.is as much as can. be. expected. . S, 
vr E ae - If itis assumed that the objéction stated-in. poh 14 
ete ean. be .overcome,- and: the combination: of two'inflation- . 
| v He correcting systems is not considered possible in practice, 
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ment is lower, in zase of a credit balarice the profit is higher, 
asisin fact logical, ‘since in the first case own capital is in : 
` part invested in “Monetary . asséts. and in the second non=. 
monetary assets are: partly: financéd by borrowed “capital. 
In the first case, again, the. remuneration paid by the 
‘debtors (in the form. of interest. or otherwise). adequately 


| comperisates the loss. through: the devaluation’ of ménéy; ` 


in the second. the-enterprise: ‘has itself paid for. the ad-* 
bes made apparent. in the ‘supplementary statement, 
"in the form: of ‘interest or ~ in the event of: high credit” 
. terms for trade creditors — high purchasing prices... ^ — . 
- In this respect” thé : exposure, draft shows a marked 
"difference from the Netherlands : Tae of feplacement : 
- value accounting. * A : : 
In the- latter he. diuaneial: struéturé is. not taken into 
"account. In. case The equity interést differs greatly from the 
rion- monetary assets the objectives of the system .will-not 
-fúlly be-realized. If there: is a -débit balance _of'monetary 
assets; the equity: interest will: not: 'be maintained -by re- 
"valuation, the’ profit, on: the other hand; will be positively 
‘by. the inflation remuneration. “Paid. by debtors on the: 
` credit they . have ‘obtained, - be. it ¿under the heading of 
‘interest’ or. some other name. ms : 
In the event of: a credit: balance" of monetary assets, 
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‘assets which have, been financed: “perhaps at high interest 


- with borrowed’ capital are revalued; ánd no relationship i is 
shown’ between the: interest. paid. ‘and ‘the. revaluation. 
Perhaps a role i is played here by the fact that the revaluation, 

as it were, is an unrealized’ intréase in value, and that it’ 


: then We: are left with - only two, alternatives: namely. that. would be against. one: of the basic concepts of. necounnns: . 
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^: Tell them boli Time Assürance. Personal Pension’ 
'" Bonds, , , 
Tell them about the Total Tax Exemptión- 
Yes, total tax exemption on every penny.saved - 
for retirement. Bécause premiums come off the top 
: of earnings, reducing taxable income. Which means 
that, for basic rate taxpayers, a £100 premium would 
cost £70. And higher rate taxpayers could claim as 
much as £79 tax relief for every £100 they save. 


. Increased vesting bonus , 
^. ^. The pensions provided by Time Assurance 


Society have always been considered-to be generous | 


and now the vesting bonus has been increased again 
from 2% per annum to 2.5%. per annum of the basic 
. pension. This means that we can now add a total of 














- - ' 1 mo / a ^ * 
Amount of pension (to nearest £) for men retiring at 65 
paying a premium of £100 a year from different ages of + 
entry including interim bonus of £3% per annum and an, ` 
additional vesting bonus of £2.50% per annum., 







, Increasing gencally 
by interim bonus 
‘additions to produce a 
.. Total Pension of; 














. Cashoptionat : 


Pension at 55 . 
POP : . pension age ' 
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l ; ' Tax-Free 
Age next 2 Total 
birthday Cash Sum at age 65 - 


at entry 


If you select aga 285 as your retirement age then the figure shown in colorín 3is is 
i tha pension which will commence on your 65th birthday. Columns 4 and § show 
the effect of bonus additions after your pension has commanced. The figures in 
¿the final 2 columns show the tax-free lump sum and ravised commencing pension. 

at present rates, if.you choose to commute part of your normal pension for cash, 
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Self-employed clients? 
Ha them urn theirincome tay 
. , Anfoapension. . 











5.5% to the basic pension for. each. year. üp to pension 
age (interim bonus of 3% plus vesting bonus of 2.576), ` 
and also make à greater tax-free cash'sum available 
at retirement. What is more, the interim bonus con- 
tinues to be added after pension age. . 


` The generous pensions available | 
For example, a màn aged 40 next birthday, . 


starting pension at age 65 of £3,177 p.a. or he can 
take a tax-free cash sum of £7, 074 and a pension of | 
£2,358 P: a. for life. 
l ^" Tellthemsoon | ' 
Send the coupon. below for complete. agency. 
details and a full set of rates for men and women ' 


 atallages. 
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You'll be doing your eirempioved clients a 


| favour—and yourself a favour too: our commission 


rátes are realistic and take account of the cost RO - 
your service. | T 
—— 


-]. Y TO: TIME ASSURANCE SOCIETY 


I 56 Moorgate, London, EC2. Tel: 01-628 7546/7. 


1 
i 
1 Manchester Office: 12a Piccadilly, Manchester i | 
Il Telephone: 061-624 7299/061-624 9955. 8ü 
i Scottish Office:.6 York Place, PUTOS de. J 
i Telephone: 031-556 3895. O] 
l 
B 
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Please register melus asA gent (s) of Time Assurance Socie Y 7 


and sénd a supply of Pension Bond literature. 
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"An intensive course for industrial and medal | mW" us BUILDING. SOCIETY. 


pa + . executives engaged .in. making fínance- -based | - D . Head Office: HOLBECK HOUSE, 

a n decisions. it will be- conéerned to" examine ‘the. ^ |- |. 105, ALBION ST., LEEDS LS1. BAS. 

s. 2 f- vital factors and constraints which such decision- "|. 

oS E " ‘makers should take”. into account in “scrutinizing | e E d "London Office: 75 KINGSWAY, LONDON w.c.2. 

sop Po, capital. expenditure proposals: emphasis willbe ~. JN m Branches and Agencies throughout, the country. ; 

: |." upon the evaluation: and. use of financial data | <. ff Member of the Building' Societies Association, ^^ ,— 
rather than on its preparation. tis not, therefore; | "Authorised for Investment, by Trustees. te E 
restricted “to. those with formal^accoüntancy : | - | 
training. The issues to be*discusséd will bethe -.. 

>| evaluation and selection of projects, with specific 

=. 2] consideration of such” matters. ds. inflation and 
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viz. conservatism, to consider the price increase. ita non- 
" monetary assets as:à profit to the extent these assets are 


financed by borrowed capital. 


The authors of. the draft seem to be less a in tbt. 


respect than practice in the Netherlands, and they might 
be right. Nevertheless, we would prefer to reconsider the 
concept-of conservatism in a broader sense than could be 


| the case in a draft specifically dealing with the accounting 


| for changes in the purchasing power of money. 


We have earlier noted that in our view the ideas set down 


_ An the” draft statement and a different approach with 
respect to the elimination of the effects of inflation fróm the 
accounts are mutually exclusive. The effect of introducing 
the standard would be, for instance, that the development 
. of replacement value accounting as a tool of management 
would meet witn obstacles. 


- Ttidoes not seem improbable in our view that the authors 4 
of the draft are not yet wholly convinced that their pro- . 


posal has provided a perfect solution to the problem for all 
time. Therefore, it is our firm opinion that the statement 
- should include a ruling on exceptions, to the effect that 
enterprises are released from the obligation to publish a 
supplementary statement if ney employ alternative satis- 
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po means of correcting the influence of iom on 


. their accounts. 


By means of such an amendment, no obstacles; need, 
without reason, be put in the way of perfecting other 


‘methods: Such amendment will, we believe; make. dt 


possible for the best system to win in à the end. 


Conclusion | 
Exposure draft 8, whether amended or not, is a milestone 


in accounting practice. However, the following might be oe 
. deserving of consideration: | e 


(1) the attachment of more significance. to De purchasing 
power; 
(ii) replacement of accounts based on historical cost by 


better accounts, instead of publishing: them as supple- ` 


mentary data; and 
(iii) the provision ‘of the possibility of using an acceptable 
alternative to the supplementary statement. 
- The question of whether the real increase of equity, 
E by the price increase of non-monetary assets to the 


extent these are financed by borrowed capital, is a profit ` 


should be dealt with in a broader sense, also TKE into 
account the basic concept of conservatism. 


"EN Hidden Costs of Taxation 
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Direct costs of administering and collecting taxes — partfeufariv when a new 7 
tax creates transitional problems — are unlikely to tell the whole story. > 


Counting the Cost of Compliance 


! 


a 


by PROFESSOR C. T. SANDFORD, M.A.(Econ:) 


The author, Professor of Political Economy at Bath University and author of the 
Institute for Fiscal Studies' publication Hidden Costs of Taxation published 


EE this week (price £2), examines the extent of taxpayer compliance costs — which, . | 


he suggests, are regressive in their impact.upon small- -income taxpayers 


E B Biss T E which VAT is imposing on many business-" 


men may give a needed spur to the study of a hitherto 
: neglected aspect of public finance: “compliance” costs. The 
. term, rarely-used in Britain though more common in the 
USA, describes costs, over and above the revenue paid to 
the Exchequer, which are met in complying' with the 
requirements of the tax system. Compliance costs may be 
incurred by the personal taxpayer in connection with his 
own tax liabilities or by third parties, of whom the rnost 
important are firms obliged. by law to take on the task of 
tax collection. s 


Personal compliance costs 


Compliance costs for the personal taxpayer take the form 
- of money, time and psychic costs. The most important 


` money costs are fees to professional tax advisers for regular : 
help E tax affairs; but money compliance. costs also 


include fees to have property valued for capital gains tax 
or death duty purposes, costs of an occasional résort to 
counsel and miscellaneous sums for items such as travel to 
the tax office or to tax advisers, telephone calls, postage, 
stationery and the purchase of do- it-youtself tax guides. 

Time costs are the hours spent by the personal taxpayer 
in uncongenial pursuits like filling in tax returns, collecting 


and filing necessary tax data, visiting or corresponding . 


with' tax advisers or Revenue officers. Psychic costs. are the 


 anxieties generated by tax matters; and the frustration and 
sense of injustice from observed inequities in the way the . 


tax law is framed or administered; psychic costs are none 
the less significant, for being less precisely measurable 
than time or money costs. 

Personal compliance costs tend to be uneven in their 
incidence, Time and. money costs fall with particular 
weight on certain sections of the taxpaying population, 
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. most "notably the pil uud to a me extent, 
the executive and professional clásses. Nor are they con- 
fined to the better off; a survey undertaken in 1970—71 


suggested that about half the taxpayers’ with high com- : 
:, pliance. costs had 1 roms ‘of rio more than £1,500.and:that 


the incomes of 121 per cent of such: taxpayers were £700- 


or less. High compliánce cost taxpayers: weré defined tor - A 


. the púrposes of the survey as those employing : a paid tax 
-adviser, or spending over eight hours per year ón personal . 
i tax affairs.. Typical low-income high compliance cost tax- 
: payers weré small farmers, self-employed | tradesmen’ and 

` retailers and retiréd persons. 
The size of the fees charged by accountants, Haulers or 
‘tax lawyers for tax services is usually determined by the 


E ‘time taken anc the complexity of the work. Consequently, 


. the fee may vary considerably between cases when expressed 
vasa proportior. of tax liability. For example, where liability - 
` to capital gains tax from the disposal of unquoted shares is” 
' thé same in two cases, the compliance costs of one may be 
much higher than of the other because of.a complicated . 
share history; again,-the fees to accountants for dealing 
- with the income tax of two people with thé.samé income 
, may differ widely where one has: a’ single uncomplicated. 
sóurce Of income and the income of the other.is derived: 
from a number of different sources. Not*only. may com- 
pliance costs d-ffer'for taxpayers with the same tax liability: 
'. or income; the basis of the tax advisers’ charge necessarily | 
generates a bui.t-in tendency to regressiveness. For example ^ 
when valuing a small or a large shareholding in a private 
` company for death duties, or capital gains tax, the same- 
number and kind’ of calculations and the same kind of 
` negotiations are necessary. in “each. case. The fee will 
‘therefore be much thé same for each, but will be a much 
higher proport:on of the tax liability on the smaller holding. 
.  Regressiveness. characterizes not only the costs but the: 
. benefits of tax advice. We can distinguish between dis- 
cretionary: anc . non-discretionary compliance costs; the 
Matter are those the taxpayer’ is obliged to incur.to meet his: 
legal obligations; discretionary costs are.those-he volun-. 
.tarily i incurs in an attempt to reduce the size of his tax hill. 
- when,’ for example, he seeks advice on methods of 
ee Because richer taxpayers can afford’ the most 
skilled negotiators and advisers, they..tend to receive 
. benefits from the employment of advisers,-in-the form of 
tax savings, which are proportionately larger | than those, 
received by bi ss well-off XD IS 


Compliance costs on firms: 


` The compliance costs laid on firms arise from'taxes on the 
-income:of ‘the:r employees, on their profits and on their 
- «products. 'To.zrrange PAYE deductions from the-earnings - 
A their workers firms have to use labour and computer : 
time; to pay taxes on their profits they. may need to keep 


4 


more elaborate accounts than they would otherwise con- . 
“sider necessarv; and to account for taxes levied on their ` 


-- -products they may have to alter the whole of their. 
administrative practices. Moreover, as F. J. Muller wrote 
about compliance costs on firms! : 


- “The ‘burden’ of compliance involves more lan just. the 


7 V ' Cost: ‘of physically collecting the tax, accounting for the tax, : 


vod i Seattle Bureau of Business Research, October 1963. 
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preparing the -ax returns and paying the tax to the taxing: 
authorities. It also includes the duty to uriderstand -the . 
nature and. requirements ‘of the legislation, the appreciation 
of the risks inFerent;in the penalties which may be. assessed . 


and the planning and organizing S ai to. perform the 
function of collection." 


Compliance | costs on firms, like - — compliance 
costs, are unever and regressive in their incidence. There is 
hardly any evidence from empirical research in this country, - 
but North American studies all reach the same conclusions. 
Whether the firm'is acting as the: ‘government’ $ agent in 


- collecting tax from its employees c or its shareholders or its 


customers, there appear to be substantial economies of 
scale in tax-remitting work; in other words, the smallest 
„firms are the: hardest hit proportionately to” employees, 
profits or. türnover. . 

It does not take mah power of prognostication to fore- 
cast that this regressiveness will characterize the compliance 
costs of VAT. But besides the general tendency to hit the 
smallest proportionately the hardest, compliance costs of. 
VAT are.likely to vary. between firms of the sáme sales 
value. For example, 'a firm witha high value low unit 
turnover will suTer 'a lesser compliance burden: than one 
with low value and. higli unit turnover; and a.business 
dealing. exclusively in goods- of one VAT category will 
incur, less compHance costs than one whose sales include 
standard rated, zero-rated. "e exémpt goods. or. services. 


ý - 
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Temporary anc permanent compliance costs: 
It is. useful to distinguish. temporary from permanent com- 
, pliance costs. When a new tax is. introduced there are a 
. number of once end for all and transitional costs in addition 
to those compliance costs which will- continue. The skills 
of tax practitioners are madé partially obsolete when a new 
tax replaces an.cld. New legislation. has to be studied and 
-assimilated by tax advisers, taxpayers. and firms. Often 
new tax laws acd to: compliance Costs becausé of rough 
edges which. take several gem and. Several Finance Ácts 
to smooth out: . ^ 
- VAT offers. many iins: of temiporary- Splen 
„costs. Initially traders liable to VAT have to make them- 
“selves familiar with the law; register; establish new office 
| procedures - and perhaps purchase new stationery and 
. equipment; acquire or design new forms; possibly negoti- 
ate with Customs and Excise about the possible use of 


- * time- -saving devices: such as self-billing systems; draft and 


circulate instructions about how the tax is to opérate within 
their own businesses: As a new tax also adds to the cost of 
collection on the” Revenue side, Revenue delays and 
bottlenecks not -nfrequently. i increase SEDES costs on 
taxpayers and firms. : 

In other words.there are compliance costs TT tax change 

— which partly explains: the- well-worn adage that. ' an old 
tax is a good tax”. To be justified, a-new tax néeds. to be 
better than its predecessor by a sufficient margin to out- 
weigh the compliance and the dada dd costs of its 
introduction. 
i Hard-pressed ón can draw some, conto from 
the thought that, as a tax becomes older , compliance cost: 
diminish. This happened with capital gains tax (although 


., it. remains a taz with relatively high compliance. costs). 


A ` 
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and firms currently struggling with VAT can confidently | 
expect the burden of compliance to fall. 


Compliance costs of self-assessment 


If administrative costs — the costs incurred by the Revenue 
authorities in collecting tax — react on compliance costs 

when a new tax is introduced, the relationship between 
them is even more significant for changes in methods of' 
tax collection, for to some extent administrative and 
compliance costs are interchangeable. This link is some- 
times overlooked by those who advocate American self- 
assessment methods of income táx collection on the grounds 
of low administrative costs. Some fascinating information 
has recently come to light on the workings of the American 
“system from the published hearings of the Congressional 
Sub-Committee on Regulation of Income Tax Return 
Preparers (Hearings, April and August 1972). 

In his evidence to the committee, the Commissioner of 
the Internal Revenue Service (referred to in typical 
American style as ‘Jonnie M. Walters’) indicated that the 

- administrative costs of the Internal Revenue Service were 
sı cents for every $100 collected in tax; i.e., 0:51 per cent 
of revenue collected; this compares with a collection cost 
for all Inland Revenue duties of 1:45 per cent for 1970-71. 
A reduction of administrative costs in the UK to the 

‘American level would have saved about £55 million in 
1970-71 on the administrative costs of taxes on personal 
income. 

But this is only part of the story. "The Commissioner of 
the Internal Revenue Service also revealed that roughly 
half of the 76 million individual tax returns filed in the 
USA showed that the taxpayers had paid someone to assist 
them in preparing their return. As one witness to the 
Congressional Sub-Committee put it: ‘It strikes me person- 
ally, that it is anomalous for our so-called self-assessors'to 
seek professional assistance to assess themselves'. Mostly 
the advisers were not fully qualified accountants or bankers, 
but tax ‘preparers’, who had, at “best, a limited training 

' from one of the big firms in the business. The President of 

the largest concern, H. R. Block Inc., which -prepares 
roughly 10 per cent of the total Federal income tax returns, 
revealed that the average fee charged by his firm was ‘a 
little over $12 per return, and there are no side fees”. 

In 1970-71 there were some 21 million income tax 
payers in the United Kingdom (treating husband and wife 
as one) of whom around to per cent used professional tax 
advisers. In addition, perhaps a further 4 or 5 million are 
required to submit income tax forms periodically, although 
.their incomes fall short of their tax allowances. If we intro- 
duced self-assessment and our experience matched that of 
the USA then, in addition to those already using pro- 
fessional advisers, we could expect at least ro million 
taxpayers to need the help of tax preparers. At £5 per 
return (in line with American fees), additional compliance 
costs in I97C—71 would have been £50 million or more; 
in other words a figure of much the same order as the 
saving in administrative costs. — 

This, of course, is in no way a precise estimate; if tax 
preparers were available here, some who, now use qualified 
accountants might choose a cheaper alternative. On the 
other-hand, we have taken no account of the increase in 
time compliance costs which self-assessment would impose 
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on taxpayers not using paid help, nor of the cost of addi- , 
tional do-it-yourself literature. (In America, S. Jay Lasser's 


Everyone's Income Tax Guide, at $1.50 is a best seller.) Of 


course, too, our system is in other ways different from the 
American. The essential point is that a switch to self- 
assessment might easily lead compliance costs to rise by as 
much as administrative costs fell. 

In determining which is the more economical, self- 
assessment or revenue assessment, we must consider the 
whole “operating costs” of a tax, both administrative and 
compliance costs. But the total resources used is not the 
only criterion; the characteristics of administrative and 
compliance costs must be taken into account. Administ- 
rative costs are met from tax revenue and thus their burden 


“is spread over the taxpaying population as determined by 


government tax policy. Compliance costs, as we have seen, 
tend to be uneven and regressive in their incidence. 

Not only that, if the choice is between higher 
administrative costs or an equal rise in compliance costs 
there are two further reasons for choosing tbe system 
with higher administrative costs. First, administrative 
costs are more clearly visible than compliance costs and 


‘hence are more likely to be kept under regular government 


review and held within bounds. Secondly, compliance costs 
(particularly if they are non-tax-deductible) understand- 
ably generate more taxpayer.resentment than administra- 
tive costs. Many taxpayers feel that high taxation is bad 
enough; to expect them to incur high costs for the 
privilege of paying taxes to the government or SEE E 
tax for it is to add insult to injury. | 

There has been no intention in presenting these argu- 
ments to condemn self-assessment as such. A case can be 
put both for and against the principle. 'T'hus self-assessment 
can be advocated as a means of making people more 
knowledgeable about the taxes they pay so that, as citizens 
in a democracy, they can make more informed judgements 
on government expenditure proposals. 


Invitation to evasion ? 


On the other hand, self-assessment may be disapproved 
as too open an invitation to evasion. In the USA, only - 
2 per cent or less of taxpayers’ returns,are audited and most 
of these are chosen for examination because the computers 
have revealed pronounced discrepancies; hence with big 
odds against discovery, the temptation to'engage in a little 
careful evasion is large. An American Internal Revenue 
Service agent, writing in Esquire, January 1973, referred 
to the system as ‘Taxation by confession’ and maintained 
that ‘Nearly all Americans cheat, at least to a minor extent’. 

Apart from such general issues, the strength of the case 
for self-assessment varies with the circumstances. As 
witnesses pointed out at the Congressional Sub-Committee 
hearing, American income tax, like the British, is immensely 
complicated. If both were simplified, fewer taxpayers would 
need to seek paid help and the balance of advantage between 
revenue assessment or self-assessment might shift. 

The essential point of our argument is that, in any 
discussion of the relative merits of different forms of tax 
collection, compliance costs, ‘both their characteristics and 
their extent, should be taken fully into account. We should, 
indeed, count the costs of compliance before any major 
change in the tax system. 
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¿CIR v. Baggley - oe ee u€-— 


` In the High Cóurt of Justice (iy Division) = = qus oth, 


fo a S iS a E e 
(Before Mr Justice WaiTóN) MP Ec bu xe 


situation ~ Shares redeemed — Scheme to providé against estate duty 


— Whether commercial transaction— Transfer of, shares. to wife — = 
Whether section: applicable thereto — Finance Act 2000) sections, 


28, 43. (4) (g) - Finance Act 1962, section 25 (4)... 


In 1935 a conrpany was formed to carry : on a business of iron-: 
‘founders and engineers theretófore carried. on in: partnership: 
by various members of the Goodwin family. The first-mentioned ` 


taxpayer (Mr Goodwin) joined the company in 1946. Prior to 


1951-52 the issued shares in the company, namely 8,905 ordinary 
. shares of £1 each, were held as to 40 per cent by Mr Goodwin's: 
: - father, as to 30 per cerit by Frank Goodwin: his uncle, and as to 


30 per cent bv Mr Goodwin himself. Neither his father nor 
» his uncle was in good health and. it was realized that i in the 
. event:of the death of either of them considerable sums would 
;^have to be fourd for the:purpose of paying estate duty, and thus 
possibly necessitating a forced sale of ordinary shares. Accord- 


‘ingly, the taxpayer's father and uncle made settlements cf a. 


“¡number of thér respective holdings of shares. The settlement 
involved in- the present case was made by the taxpayer's uncle; 
- Frank Goodwin, of 890 ordinary shares upon his daughter; 
Mis Baggley, aad for the purposes of this case she, was regarded 
‘as absolutely entitled to those shares. 

: Another mezsure taken was the on of a sum of 
Pha 525,part of the sum standing to the credit of the company’s 
. „profitand loss eccount, and its distribution among all the share- 
- holders in the form of 44,525 redeemable 6 per.cent cumulative 
preference shares of fir each. Of this the taxpayer. received 
13,355 shares, and the trustees of Mrs Baggley' s. settlement 


4,450. The main object of this issue was to” provide against’ 


‘the possibility of having to raisé large sums to pay estate duty 
‘on the death o? either the father or the uncle of the taxpayer 
^and thus cause the break-up of the family, control of. the 
- company. . 

-By 1958 the theri five-year period in respect of inter vivos 
' gifts had-elapsed, but the father and the uncle still had sub- 
. stanitial shareho-dings which had become increasingly profitable, 


and so a substartial liability for estate duty still possibly existed.. 
- The directors therefore arranged a flotation of the shares. That 


precia would also give the company, with its Stock Ex- 


, change quotation; access to the capital issues market to: prove. 


. funds for expansion. 


.. In the course of the: investigations indias for - this 
“purpose, it’ was discovered that the igsi preference: shares 
had not for tech:iical reasons been ol issued as (EHE 
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Surtax — Transaction in securities © Controlled ‘company — - Settle- 
.. ` ments of shares — Capitalization. of part of profit and loss. account 
2C Distribution in form of redeemable preference shares — Invalid 

- > prior issue of redeemable preference shares — New issue to correct 


Ex parte Knight | : 
` In the Court of Appeal: = - July 18th, 1973 . 
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and ds d. were in law iredeemiable shares. To deal with this. 


situation it was decided to leave those existing shares as part, 


of the company's perrhanent capital, and to make a new issue 


- of 44,525 redeemable preference shares of £1 each. Redemption. 


of the 1951 issue was postponed until 1963, and the permanent 


"capital of the ccmpany was divided into ordinary shares, which 


‘were taken up by: the public;and' deferred shares, which were 
taken by the Goodwin family. The deferred. shares carried nó 


right to dividerd until after the redeemable preference shares 


had been redeened; when they, would become one class: with 
the ordinary shzres. , . 

In 1958 the texpayer transferred’ his. 13,355 ‘preference. hace 
“to his ‘wife. In 1963 the company redeemed the redeemable 


. preference share. o . ; ^ Ei 


The Revenue issued a notification to. the: Bispaver. andes 


section 28 (4) cf the Finance Act. 1960 in ‘relation to. (1 ) the 


‘capitalization of’ a^sum from the profit and. lóss account to 
enable the 19 5E issue of redeemable preference shares to be 


. made; (2) the issue to,the taxpayer of the 13,355. shares; (3) 
"the receipt by nis wife in: 1963 of £13, 3 55 i: proceeds of 


the redemption. theréof... 

' The adjustments proposed by. the Revues in counteracting 
the .tax advantzge which; it was, alleged, the taxpayer. had’ 
obtained, were :he re-computation of. his surtax liability for 
"1963-64 so-as tc bring the £13,355. into account; as. if it-were 
“a net-amount. Motices.to a like effect were given at the same 
time to Mr Baggley. in respect of. thè. 44450 shares received 
into his wife's settlement. 

It was conterded by. both ava that the transactions, 


were carried .out for. bona fide. commercial: reasons; and that 


none of the” trarsactions had as their main object, or one of 
their main: objec-s, to- enable tax'advantages to be obtained. ` 

. The: ‘Special Commissioners decided that the redemption, of 
the 13,3 55 shares in 1963 was. carried, out for bona fide. com- 
mercial reasons, namely, in. order to ‘implement. the bargain 
made with the public i in 1958 on. the flotation of the company 
as a public company.: ‘It was comnion ground that none of the 
transactions had as its main object, or one of its. máin objects, 
the obtaining of tax advantages; and it'was not suggested that 
the transactions were’ carried “out in the ordinary: course of 
making or managing. investments. Thus, the only question left 
for decision was whether the transactions had been: carried out 


.- for bona fide: “commercial reasons. E - 


Held (differing from. the Special Cómmissioners): the motives 


for the 1951 issue of preference shares were to make provision 


for estate duty and .so avoid: a: sale which would cause 
the- family to lose control of the company; that the' broad 
purpose of. the 1658 transactions was to restore what had been 
thought to be the previous position; and that neither of the 
transactions was sarried out: ‘for bona fide commercial reasons. 


E 1 


The Queen V. Havering Commissioners, - - 
(Before Lord Juscice RUSSELL; y Lord: Justice CAIRNS and Lord 
Justice STAMP) rp gi ERI uj 


Income: tax — Surtax — Cattle. al > Back dui — Incorrect 
accounts — Income tax assessments final — Surtax assessment not 


| final — Penalty proceedings — Jurisdiction + ‘Proceeding relating toa 


trade’ — Penalty semmons when trade not carried on — T "axpayer 5 
ordinary residence — Time for commencement of proceedings - Writ 
of prohibition = Inzome and Corporation Taxes Act 1970, sections 
116, 168.— Taxes Management Act 1970. secttons 37 #3» 44, 95; 
103, Schedule 3, farágraphs 2, 3. 


In 1953 the Reverue discovered da shed (€ was. carrying 
on the trade of:a cattle.dealer; In 1955 estimated: income tax 
assessments were made, as, no accounts, were subinitted for 
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ues to 1954-55. "The taxpayer Se to the General 


Commissioners for Havering Division, and the appeal - was 
determined on July 19th, 1968. Meanwhile i in November’ 1956 


the taxpayer submitted accounts, but they were not correct. : 


. In April 1970 he was assessed to surtax for 1952-53 to 1954-55. 
. These assessments were out of time; they were based on allega- 
tions of fraud or wilful default; and: they were related to the 
same accounts. The Special Commissioners dismissed an appeal 


and found wilful default. An appeal to the High Court was also, 


dismissed, and an appeal was pending. On June rith, 1971, 


penalty proceedings were begun, the Revenue claiming FE 


penalty of £15,000. These proceedings were heard by the 
Havering Commissioners on October 8th, 1971. The taxpayer 
applied for a writ of prohibition against those Commissioners. 

It was contended for:the taxpayer (1) that the Havering 
Commissioners did not have jurisdiction in the case because 
(i) the penalty proceedings were included in ‘Any. other pro- 


ceedings relating to a trade’ in paragraph 2 of Schedule 3 to 


the Taxes Management Act 1970, so that the General Commis- 


sioners having jurisdiction were those for the Division where ' 
the trade ‘is carried’on’; (11) that as the trade had ceased before . 


the penalty proceedings were begun, they should have been 


heard by the General Commissioners for the place of the tax- j 
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payer's udi core (2) that the penalty proceedings were out of 
time, because they were begun more than six years after the 


| penalty wás incurred, (3) that to obtain an extension 'of time - 


under section 103 (2) of the Taxes Management Act 1970 there 
had to be fraud or wilful default; that fraud had been negatived 
in the surtax appeal, and wilful default had been the subject of 
debate before the, General Commissioners, and the debate 
could not be renewed, (4) as the surtax appeal had not been 
finally determined, the penalty proceedings were invalid. 

It was contended. for the Revenue (1) that the: penalty pro- 


'ceedings were not related to the taxpayer's trade, and were - 


within paragraph 6 of Schedule 3, so that his place of residence 
governed the question of jurisdiction, (3) that the penalty 
proceedings were in time, because section 103 (4), with its time 
limit of three years from the final determination of the amount 
of tax in a case of fraud or wilful default, applied, (3) that the 
non-determination of the surtax appeal did not vitiate the 
penalty proceedings, though they could not include the surtax 
element. 

The Divisional Cou of the Queen's Bench Division decided 
in favour of the General Commissioners. — 

Held: the appeal against the Divisional Court's judgment 
should be dismissed. 


" ky Industrial Democracy and 


- Job Satisfaction 


CONTRIBUTED | 


| ‘Earlier this year, some members of the TUC's General Council, including 
Jack Jones and Hugh Scanlon, published their views on the way industrial 


democracy should be shaped ('Cloth Caps in the Boardroom', The Accountant, 
July 12th). We await publication of the Government' s view, in à 


Department of Employment Green Paper. 


The Labour Party, the Liberals and the CBI have each a thumb in this plum pie - 
of 1973; what kind of a compromise plan will emerge from a winter of debate 


\ f 


HE words: 


smooth to say; but translating an attractive slogan into: 


something really workable, acceptable and . creative is 
quite another matter. What the politician defines as 


industrial democracy’ is different from what the full- 


time trade union official thinks it means. The employer 


LU 


has a different view from either of these — and the men 


and women it is designed to benefit probably have a 


fourth view which does not accord with any of the gue 


three. 

: I have an. instinctive feeling, arising from a long associa- 
tion witli work situations, that there are infinite variations 
in the workers’ interest in the concept of industrial 
-democracy. The young are less interested than the old; 
men are more interested than women; many millions have 
no interest at all; because their out-of-work activities 


áre their real interest in life. Millions more have a spas-' 
modic interest which waxes and wanes with the rumour , 


of changes that will affect their work situation. Probably 


le 


. remains to be seen. Renee er it is, it will set most employers a problem. 


deal democracy’. are wonderfully . not more than a handful of our 24 million workers are —^ : 
“seriously concerned with being really involved in running 


their firm, being placed in directorship, or paving. the 
power to veto EL M projects. 


Earnest debate’ . 

Yet it is the latter views which appear to be making all the 
running. - Lofty, seriously-meant and academic papers ` 
are being prepared and some have been published. Some 


_ of these argue the case for supervisory boards to act as a ,. 


brake on the power -of directors. With about the same 
enthusiasm as the medieval monks argued about how many 
angels could sit on the head of a pin, the debate is centred 
upon how many of the ‘supervisory board should be 
worker-elected, what powers the board should have and how 
it should be elected. Great stuff; it could divert attention 
from rising prices and Phase II of the incomes policy — 
but it falls well outside the real concern of the great 
majority of working people: | Ea ; | 3 
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But it is Soniai de stuff too. leo 


_ trade unions have been adamant that if amended company 


law or participation’ legislation provides for the intro- 
. duction of supervisory boards, then workers’ representa- 
_tives should be trade union-determined. This is a view 
“'the CBI does not share; nor, one suspects, do many of the 
workers either. It would merely exchange one kind ‘of 


. "master for another — possibly the wrong kind. 


Britain's fragmented union situation does not parallel 


. that of the Continent — especially West Germany, the - 


birthplace of the supervisory board concept. Inter-union 
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deem and compulsory - efforts i in this area of manage- 
ment relations with workers. It is not exactly true that 
compulsion is aseless, or that if Parliament decrees that 
joint consultation must-be practised, via works councils, 
the idea wilt fal" on its face like buttered bread. It is merely 
a pity if compulsion becomes necessary. 

The cynical and weary will make a mockery of enforced 
co-operation; but not all: managements are in this category, 
and many, finding the process inevitable, will certainly 
try to secure same advantage from the concept. There is a 
lot to ‘secure — if only. the correction of some: long-held 


"jealousies and protective attitudes could almost guarantee - misconcéptions by managers and workers about one another. 


that trade-union determination will, in many cases, mean: 
the creatión cf even more confliét than already exists. 

| And, on the whole, do workers really become involved? 
- Will they really feel that'they have a hand in ordering 
: their working lives and in influencing the events which will 


: affect. them zt work? itis doubtful. Trade union officials ` 


‘are on the boards of Various nationalized’ industries as it is. 
- I have yet to read any.expressions of joy on the part of the 


' workers that some of the control is shared by people from 


their own class and of their philosophy. | 
In fact; it is arguable that control.or power to forbid, . 


.to delay or to shape events is not wanted by wofking 
i | people. They want managers to manage, and they want to . better working than: either worker directors or worker 


retain their power to criticize and grumble if decisions are 
* not reasonably close to what they consider to be the right 


` ones. Some workers, indeed, see the whole idea of worker .. 
' * managers as the confidence trick of the century — an attempt 
, to disarm criticism by the appearances of joint decision- 
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. Works councils 


Possibly slightly more popular is the ids of ER 
works councils or committees. The great appeal of- these 
is that the traditional bargaining processes over Wages and . 


Nothing: teaches one faster, than conversation and 
exchanges of views that very often the essential aims of 
both management and men have a close identity. In joint 
consultative councils’ or committees, there ‘is ample 
‘opportunity to learn from one another añd to rub off the 
sharp edges of beliefs which can be abrasive. Even com- 
pulsory chatter teaches and I have a feeling that what might 
be started compulsorily could well in due course, become 
voluñtary, morz EE and fewarding. 


wi 


Job satisfact on 
There is, however, a third and en approach to 


representatives: on works councils; an approach which 
ovércomes the obvious defect of both the other types of 
industrial democracy, i.e., that'only 'a small proportion 
.of the workers are directly involved.’ The long-term ap- 
proach is embodied in the words ‘job satisfaction’. 

It is not in the small firms, not in those with a wide 
variety of jobs and not in those situations where the sense 
of team work is strong that the call for democracy i is heard. 
It is in the huge’ industrial combines where division of 
Jabour has reduced the job to boringly repetitive. activities: 
It is in-these zhat a lot (but not all — since some workers 
. enjoy the freecom from having to take decisions) of workers 


+ Working conditions can be continued in the normal way; _find their tasks so frustrating that sabotage and risk-taking 


that is, unions and management can argue their respective 


"^. cases and arrive at reasonably fair compromises based ón 


the no-nonsense grounds that this is bound to be an area 
of conflict. The rank and file workers remain aloof frora the 
main contentions, but become involved in a more con- 
` sultative role in relation. to the things «which touch them: 
in their daily task. 

There is a sense of this in the Cadbury-Schweppes 
ds So far the “consultation” has gone little further 
than a joirt discussion on the group's annual results 
` between directors and worker representatives chosen by 
management. But Lord Watkinson has said that this is 
the beginning only; that ways of. increasing? workers' 
participation on a more formal basis aré to be exploréd. 
. The purpose is to create links, not control mechanisms, - 
between managers and the managed. 

Such links are to be an extension of joint consultation 
which already exists at plant lével. It will be an attempt to 
bring some of the workshop representatives into closer 
touch with the realities of the exercise of power and major. 


decision-mzking at group level — even to the extent of some | 


take-over activities, Lord Watkinson has said. 
It should be noted that the Cadbury-Schweppes ‘plans 
. are voluntary. There is, an enormous difference between 
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become an antidote to the boredom. It is in these that our 
energies need to'be harnessed: to finding ways and means 
of creating ar atmosphere in- "which workers can find an 
interest in the work itself. | 

To this prcposition, the production engineer may well 
“say that if pecple want reasonably- priced cars or television 
sets, then they, can secure these only by assembly-line 
‘processes. As an onlooker, however, I am impressed by the 
undeniable fast that if we ‘measure work satisfaction by 
the absence o strikes and work stoppages (for other than 
' wage issues) then the real attempts by the National Coal 
Board to raise the status, the safety and the interest of 
the miners in their job has resulted in a' dramatic fall in 
working days lost over the last two decades. Yet in the same 
period, in veaicle production and engineering, the stop- 
pages have gcne on escalating. 

This is evidence that concentration on the task‘ of 
adjusting. employer-employee: relationships: can produce a 
happier work situation. ‘The great danger in the big debate, 
that is starting is that we shall wind. up by believing that 
the only way to industrial demócracy is via formal mach- 
inery. But truly it is the spirit in which the attempt is 
made, rather more thàn the AS for the job, which 
will procure the best results. 
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- Grendon Trust's Merger 


HE second.sentence in Note 1 to the 

accounts of Grendon Trust — “the 
accounts to March 31st, 1973, have been 
produced on the basis of merger ac- 
counting’ — will bring differing reaction 
fíom the members of the Accounting 
Standards Steering Committee who com- 
piled the exposure draft on accounting 
for acquisitions and mergers and those 
members of the profession who have 
kept the subsequent accounting standard 
under critical fire. i 

The latter may consider Grendon’s 
new auditors, Geo. Little, Sebire & Co, 
who took over amicably from "Thornton 
Baker & Co during the year, to have 
jumped a gun or two. But here was what 
was considered a straightforward merger 
between  Grendon Securities and 
Industrial Midlands Investment Trust 
and there was the ASSC exposure draft. 
It was obviously thought logical that the 
two should meet. 

It will, however, be interesting to see 
what meets a year hence. Shortly before 
the end of the accounting period under 
review, Grendon 'Irust took over The 
Monotype Corporation, whose figures 
are not included in the Grendon Trust 
1972-73 accounts. They will be con- 
solidated a year hence and the basis, 
presumably, will be the exposure draft 
basis modified and newly presented as an 
accounting standard. And with the 
present accounts adjusted as well? 


Property 


Grendon Securities is a property com- 
pany with a major part of its portfolio in 
Central London office properties. In- 
dustrial Mid'ands Investment Trust is 
concerned largely with important in- 
terests In an entirely new service field — 
the provision of specialized services for 
gas and oil exploration in the North Sea 
.and elsewhere, which just goes to show 
that a company's title does not neces- 
sarily mean v/hat it says. 

Grendon Securities has built up a 
quality portfolio in the past five years, 
including Central London office space 
of over 200,000 sq. ft. There are stated 
to be some properties with 'extremely 
valuable reversions”, while office de- 
velopments in the City of London (in 


Bishopsgate) and in’ the West End (in 
Park Lane) will be completed this year. 
Office developments are being undertaken 
in. the Greater London area and in 


. Birmingham; two office buildings have 


been bought in Paris, and industrial 
warehouse accommodation of 750,000 
sq. ft is being developed — including over 
500,000 sq. ft at Eastleigh, Hants. 

The oil and gas services are operated 
by the Hudsons organization which 
provides offices, warehouses, yards, plant 
and labour facilities for large international 
companies. Hudsons transport interests 
include international freight forwarding, 
ship chartering, road transport and 
removals. E 

The Hudsons Group earned profits of 
£170,000 in the period under review and 
the view is that the group should sustain 
a rapid growth rate. An onshore base in 
the Shetlands, providing facilities for 
companies drilling for gas and oil above 
thé soth parallel, is being considerably 
extended. Bases in Aberdeen and Great 
Yarmouth are fully operative and offices 
in Houston, Texas, and Rotterdam liaise 
with major companies drilling in the 
North Sea. : 


Monotype 


Other Hudsons' interests include manu- 
facturing multi-coloured facing bricks in 
Sussex and running a retail and trade 
outlet for building supplies in North 
London. The company also has extensive 
property interests., 

There is also a considerable property 
element in The Monotype Corporation. 
At Redhill, Surrey, Monotype has its 
250,000 sq. ft factory, but an adjacent 
115 acres. of land also belong to the 
company. 

Last December Monotype exchanged 
contracts to sell its freehold interest in 
Monotype House off Fleet Street for 
£4,216,000. 

Monotype, as the Duke of St Albans 
puts it, ‘is a trademark known to the 
printing industry in every country in the 
world and is synonymous with top 
quality type-setting and ancillary equip- 
ment for the printing industry”. The 


Grendon report was composed on Mono- 


type machines in the Helvetica typeface. 


Accounting 


This year, export turnover of Monotype 
will amount to some £8 million out of a 
total turnover of more than {10 million. 
Note 4 to the Grendon Trust accounts 
indicates the impact that the acquisition 
of Monotype will make on the Grendon 
organization. Monotype’s profits in the 
year to September 1972 were £589,000, 
pre-tax — the lowest point for some years. 


Enhanced base 
Shareholders are told that property now 
accounts for some three-quarters of the 
value of the present gross assets of the 
Grendon group and the intention is to 
maintain that proportion. A policy of 
vigorous expansion is being pursued into 
designated growth areas, particularly 
where property expertise can successfully 
complement existing skills, with the 
specific purpose of ‘continually enhancing 
the asset base of the group whilst pro- 
viding increasing’ quality earnings’. 

It looks as though Geo. Little, Sebire & 


‘Co are in for a busy time. They, in- 


cidentally, are. professionally outnum- 
bered by three firms of solicitors 
according to the information provided 
under the heading 'Directors and ad- 
ministration’. Grendon, Trust, in- 
cidentally, is a company that does not 
name its bankers. 
.A quick look through a number of 
reports showed that Grendon are by no 
means alone in omitting the name or 
names of their bankers, and that there 
seems to be a tendency to name the 
brokers to the company or the merchant 
banking financial advisers. D 
But getting back to the Grendon 
accounts — the current year's report, 
despite the intended property emphasis, 
will need clearly to separate property 
from other earnings. 





Caven ham Calm 


PERIOD of relative calm in the 

Cavenham group allows the accounts 
for the past year to be presented against 
a background of consolidation rather than 
almost feverish acquisition. Mr James 
Goldsmith, in his latest review, reports 
the accomplishment of ‘a good part’ of 
the task of integrating acquired com- 
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profits on a comparable basis grew by. | 
..53 per cent. : = ‘ ay d qn > 
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panies, asin down. foundations for eis d a strong s sense of Social . il continue to eiue Sound; based: 
maintaining | group growth, ‘disposing of . Purpose. We plan to. De such pS - growth. at home and abroad", e a 
‘assets and activities incompatible with | .. a ze 
those. objectives and with: the group” "Triumph Growth Alderman Securities = 


a hos a AKING” something meaningful of. LDERMAN ‘Securities Group, which . 
i the accounts of an organization as went public when 1,050,000 ordinary * 


: and reinvestinz the resultant large cash . 
“funds towards the next major 2 velop- “financially varied as Triumph Investment ‘top shares were placed at. 31p last 


- ment phase. => _ Trust is ES easy, but. the - report aad. November, is: one of the new range of - 
In the past two years sales hanced accounts, being. presented shareholders’ “finance and banking companies making ` 


s t 
‘ 


. from £12027 million to £470:04 million at the annual meeting ón September their OL arand ais hak wae 
sand pre-tax p-ofits from £5:18 million . | 


14th, provide a clear. enough’ account of”. now. . 


what the company- does aad where tae”... The fi iste 

‘to £22°58 million. Changed ‘should’ be E pe e. first “public” accounts were 
£225 £ P folowing d d n ; recently issued and shortly before the end 
tai comes from the ‘of the financial March 31st, 

Goldsmith reports that divisional tradin Ede : Dr na E Ue 
p B: directors’ sport | " Alderman: bought .Nationwide Business, 
Nc mer holding company, for £260,000 covered . 
The Cavenhem balance ia at March i Mel " 1972-. 1972-.1977= . by the i da i n ad shares. a 
* 31st, however, indicates the extent of the, ous E = Po oe ME de TN B haa aah idi l 
` reorganization still outstanding. JInvéste ove. ee E 000s £ 000s, £ SOR sp mda Mida 

ment in property and business operations "United Kingdom ` . ' éperating in the’ business transfer field, 


rr Profits before . 


"since sold? figuzes at (16-77 million, and - ' Merchant banking. 12410. 4,167 2,065 retail business financiers and finance 


Invéstment .' .' .* 19,600 ` 372 . 920 * brokers. Another, Alderman Subsidiary i is. 

a s y a Insurance DON . ' 13,620 1,125 ..7€6. ; Clive House Securities, a fiñance'com-" 

bal prop d h 9 d. : Hire purchase: -> . 8,600 403  -2C1', -pany' specializing in the purchase. of . 

| a "po m d dieu £7 finance se su sutil "secured mortgage debts. : 
n > .' North America un MU A | 


The intention is, according to the | 


` The spate of acquisitions, incidentally, A AA E Pte aaa cum ‘managing director. 


Insurance and `. l " o. 
has left a id element: of $3365 ` "premium tmd _ 10,760: .“581, .. 


icd b pru cut NN: x m 708°: Mr Derek Williams, ¥F.c.a.,.to expand 
million. : . International ^: > - ! 
: ME Cui ‘Metal tiadin agua. es EN .the group's activities in the spheres of- 
i, Sk ) "RC eta g Qo red sae ap , commercial banking and a: “Banking hall 
.. Oriel Foods E “Generál finance ` MF A B 
l TE ‘4a, is to be established shortly: in Central 
"HE accounts of Oriel Foods, do. bé - TE e om 300 42. | 


lir Pope SEE LE nl : Lóndon'. The appointment of. Mr Cyril 
5.0 3* wi . * 94390 7 639 5,623 - ‘ Choularton, F.C.LI, F.I:C.M., to the board 
be du toth, are the first.since Mr | Ñ prar — 10 as deputy chairman, and the ‘simultaneous 
. James Gulliver, formerly with the, Fine . Parent company 3 asi e We appointment of "Wallace Brothers Sassoon 
Fare supermarxet part of ‘Associated interest and overhead . . 1 086. 1,202 . Bank.as financial advisers to the cómpany, 
British ` Foods, became chairman; ands. : " Et A is an indication of strong City support.” - 


chiefexecutive with 1,000, Te shares held’ es dede Ed (o8, 553 4,427, . The accountancy profession:is to the. 
in the company. = > U «Mole on the Alderman board. The other - 

"The accounts are for the year to "March P The Pas 53,0co is tied into the profi .joint «managing» director is Mr” Robin 
41st last but expansion of Oriel only ` and loss account via an opening of group” Simons, .A.C.A., the fourth director Mr 
‘began towards the end of that 3 year with ¡profit for the year before. tax after: ` Mervyn :Bradlow; B.COM:, C.A. (s.a.), and 
_ the acquisition of the Thomas Robinson’: allowing “for . minority interests . of. ‘the pd is. Mr Michael Hendrise, 
« wholesale provisions company the pre-. 45,900,000: plus £653, 000 `of ‘notional `. RCA. o , 
vious- December. Two further major ^ tax relating to franked investment income, MIU ur A es 
"wholesaling companies have since been of £829,000’. s pacc lC 
: acquired’. and wholesaling provides +a; `. Triumph is presently pahia into. th n esse 


"presenfed at the annual. meeting on: 














second división alongside the vu c Europe and thé United States and the. -GRENDON TRUST LI MITED | 


OE. edible oils division. ' . intention is to follow the same expansior. ` 


- Future strategy is to take the group ' policies: in thóse areas that have beer. SUMMARY OF. RESULTS. 
' into the ‘retailinz and wholesaling of fast. . markedly successful in the UK. 


mov.ng consumer goods’, and not only. in * Since 1965, Triumph’s earnings fe Fifteen month period ended : E 
food. 'l'his expansion will take the ss risen from o-29p to 8-o7p a E as the. - 91st March 1973 . i 

into Europe ‘where in particular the . result of the rise to the present level of . boas Pl ue. ; "EN 
. food industry is by and large much less profits from a mere £49,000.. Mr G. T. ; Group Profit ` de Wa yE, 

` well structured and where good oppor- . Whyte, Triumph's executive »chairman, ` Profit before taxation ; ' 1,103,235 


Taxation and osed Group relief ' - 262,988 
‘tunities exist both for new. markets and - considers that a major reason for the pace- ^" moe PHP : 


for profitable acquisitions’; * of growth ‘is that we have not tried tc, ` Profit after taxation and proposed SUP relief 840,247 








. But’ behind the immediate plans for seize opportunities at random: but have, Minority Intaraste. s A385. 
' acquisitions. and the future strategy there ^ developed: from 'time to time suitable | Profitattributable to ordinary stuieholdere * 835,902 - 
"is, also “an acknowledgement . of the ` policies for the. group, and taken only: .Pividends paid ang proposed Mig AREA 


“financial climate. those. opportunities which conform tC Retained Profits. ^ ^^ ——— " . £633,673 
"That climate, Mr ‘Gulliver ‘senses, has these policies”. | - | a NN x 2v 
hd “Both shareholders and the -,. The policy .of. expansion abroad‘ a, 


aver np pijas ama 
| nna aa 
* , " 


-City are more. inclined’, he says, to . still atan early stage of ea 3 i. Group Statistics | '.  - Pence per share. 

follow: soundly based general - manage- : Mr Whyte tells shareholders ‘that he Current eos mes " x 5.116 | 
A nterim dividen gross rendon E 

‘ment intent upon building their company ‘thinks ‘our systematic approach of sub-- "9E irs Limited) ° NEU. 


with po a well a da iitkenag dd Spporunisnt: to policy-making”. Proposed final dividend (gross) 2-5 ^ 


4 
- n e 1 1 
^ = r : - 
oo . » Y 4 re? Bes E Ys EE p Me ^ 
> — n B " , , 


, i ` à " - " 
É F - i . E 
at , 2n ` ù br ? 4 * s Y, 
. ` , ~ 



































3 : : E = É d: pn EE ex E . E 2n. 2 dt + T E : . t à TS GS i E E ae i d 7 
= E: ^l dd ‘ . *gjunooos eseyy jo ued woj [OLE 03 gos] seBed uo sejou eut 
Lo ` ] " i zo apes 
Zu ao ur fg, ES YNOWASS ‘HT 
; ! - 2. sorena d NOONA ^O E 
2005-2 98VLGE3— 07: 7 RRL LESOLS 0. Vo 7^ (0 qaAOTdW3 TVLIA VO TWLOL ` 
ER HP un: i tos 0S8'S£0'L- *ofee som dp ] : 8 19015 uo] 
o 0. 0 vz88LVE E £1918/ o Ob - e S8AJ8SO0H 
Les "+" 000'097 ! .  OL£'O89'L . : - je3ide? penssi 
EC Uu M Poe Bee M NC P (- AS Q39NVNI - 
aM oh. v8 1'L6E3 . ££/'L£8'0L3 Q3AQdIN3 SLASSV LIN 
sa. y n. 896'S8b -. ———~. ELO ZONE, ' : PPS 
oic Yan. 2 0. BEBO . M ET LÉ9'Z 8 sueo] üuej-uous pue syeipijeAQ JÚLA, 
ERU An MAE ES - 629' A 7L |. 77 (jeu) puepiaig pasodold `: 
mee E apar 7 EX A Ce ee MOUEREL = 


UNTANT* 


P» 


> 
‘ 
r 
a 
. 
r 
O 


t 


THE 
ACC 


71006 . 


. P Uv x ! E 
me à - ts ¿sE 4 PS 
` ram a E M 1 
- - 4 a 
- y 
6 
e PICS * 4 NEM 
- ^ 
- Pa 
* r 
ss E * n 
mene BE 1'26£ 
n => T. - " 
1 
a 1o fT A s me. ^ 
' DA > , " ~ 
L ' . a 
e m 
Dt P Loe, 
NS E .. O6E’EEr 
EC € 
acus MN. 
g 4 E E 
P Tor d 2s Sy a cig i ` 
7 2 a `~ ` 1 "060 LZ 
EN SCA ^ - 
: 2... (GEL'EZ) 
. r 


4 


6th, 1973 


, 


o. 


tember 


e 


' 
r. 
el 
t^, 
L] 
* 
D 


fo 


` 
4 
~ 
`S 
Y 
+ 
E 


TO: 
^ 
+ 


.' ggyegg ^ - A © SS 0 0a R S o- 





, ; Gz0 119 — ^. — E .SiOfipai) pes 
sentier] 3ue14n 


PS ` - 


+ a w . A 
: ‘ _- . > — 
a . m " 











.T——— eise n y 
; m G88'6 ^ ' : i susodog ue ie uoys pue use? : 
oap ^ er 90£'LL i ajqaienodey uopexe: 


f ave" LOZ 7 Y. í ' $10396 * 


P RU M. : 5 BOU : 


- Seueppisqns Qus sjunooov juan? 


- 4 E x 


NM T e ‘ ate , ~ ` HUN jue1ng- 


E] 





c3 75 7 ezertso’et E vb deco UU ou 
l '000'89 " — i : aot 7 i5 dl . 'SU801 


E 27 7. o 7 1:72 7 T ' ejqe1oAo2eg xe], uon210d102 eoueApy 


. + 7 9E8'£8. mc b x .peionbun ES n 
T. È - - . 829'8E E parong ' s3ueuijsoAu| 
Wb T uA G8t'G28'6 > |" Ë i py] uorje1od.102) 

d " - edA10UQ|A Gu .ui 3ueu3seAuj 


BALI ^— € y l e - SIOSSY poxiy 


D 
~ 


ade al sig'i? > CANER (o 22. ^ Seueppisqdng 


4 3 E | 3 2t. ‘ : 3 930N . Ml . " 
16i l .££6L UML ILE € j CAAOIdINA SISSY. LIN 


X i 


"Wwe i e _EL6L yore 2518 je 133H$ JONVIVE. 
oe ee Ves E 
E D EGIT dadini isnui. NoaN3u9. 


 "z98'612'0 mu 





- 
r me, e x = a oF - 2 ~ E 
s Li * ki f . ^ > $ - 
` A ' $ ~ 4 4 
- E - a * 
- 
— "TOC x q » E - V P x : 
* , - s - e ^ uk - r 
- m T9 Ac. + > - a 
* s ae i - a 2 
= s - 
T « 
i me * ES d . 
" ` 


P LI 


2 E L E A unOWABS 'H f A 
| A NEHODU 78 "U e 


= 7 


A ká 4 


— een) 








*6L20l€83. . . L6v'198'813 | - E ,GAAOTd INE IVLIAWI TWLOL . 





$ PER ` ” in te: 


DE M OLOSE — E CR E. 

Tio A - ; ose "aot v " E 49018 ueo . 
d = . mr ^ Ocz02V . MW ` - uopexej parjejeg 
VEL zZOLE T ON ENS US D. 

















. 88 sos . l 659'6€6 f n F i ' 83801030] AJOUN ` 
OL£'S689:1 O 7 86b "Sb0'6 9b o. om .SeMesoH . — 
azeet ^ ^5 o 7 7 777. 8 7 A n eydeg panssy = = 
| Zr 2 ' — A8 BONYN ` 


v6L'ZOL'ES Lev'198'813 ^ 7. . daAoTdwa slassv JAN 








seBeByoyy- pug sueo] 


r 


980'P81. . 69V ELZ'v | ^ .8 


~ 088'98Z'E is ' 999'PEL'EZ kea Sc A an s 





` 


LLE GOL AA ae E RTL MEM 
: z6l19VzL 8  suPoquusp-uOug pue SYPIPIBAD-MUPE <- : 





is'g9z'8 . . 
E £?8'98Z'L : 


t . ÉS ! : E A 


-0o0zL |^" . STILL L. ^ — "Qeu)puepidq pəsodoid ^ ` 
Rs 009'29 o. 5. 008t1i Pas ‘Aueduiog peieioossy o1 eng 
. o WOoSvP 20- .  S6£'£6£ - ds ,  wonexe; . 


P Le0'Z0v.- n '689'90£'7 ` PN © io. SONP 2 
MD M UN DATEN TM .  Seniqer Juang: 
16999 L1. 5 - LgO'CEZ'8E EN A dw AS En 


ees’see’s .- i a ee 








- vcV/L69'8 - LN i MN 
OcL'888 = — . x : £80 YEL E E susodeg WA J -HOUS pug yseg 
ma g 099'L-- a a a Les 6L a, EN "üonexe] - 
Be OLEA 2 x , BEZBET 57.00 5 S7 5o uuo Sioned. 
q 16'6€ ' L06'ZV E "x  SooUPADV ebeSioW 
oo OBZOL e o. persa 9 , 0. SSOIBOJA UY OM pue ADOS - 
l .G6VZESE . + + SEBZOR Y - puey Uo sonredoig 
sjessy 3u043N9. 


‘ 
us » A ' 








- " a - ~ 


£19'v£9'6c í 
2t m E 2l "x 808'Z€ : | ag siqesonoooy xer uojesodsog eoueapy ' ; 
8eSv'6L . : :000'69 : IRE RI E l 'sueol-- >- 

* d t ` ` * - 
ELO'98 11 | ~ 9LZ'BOL - dE . SIUQUIJSOAUJ- 
i l G8£'328'6 v e py] vopesodaog 
Ds CHE ' a.’ l -7 edAjouo|N eu ur 3ueumseAu| 








- 


-* ‘ D - 


200 ‘902 P : £b£'G86'L LI [013002 40 1809 

910018'v. Soc coe OE. 0.2 7 € 7. siessv poxi |. 

"d m s TEC Eu M e E EN A eg 
eL O. "^  £L6L uma asia” - ^ — ^gaAQ1dWi SLASSV LAN . ^" 


M EL6L uoe asie je 133HS aonywa daivanoswoo " 


1) E 


Pa 
. 


“s3iNvawoo. auvidisans QNV. aan isnui NoaNaup 


4 
- * * 
7 ] ‘ a . . . x 


` 
” z i 
- + 


- 


` 


6th, 1973 


- 
Y 


er 


Septemb 


4 


> 


i 


bs 


THE 





4 


ACCOUNTANT: ^^ D 


F 


> 
* 


E ME "n m i QOL - dei'8 . E :eJeys sed sBulusey 
060 LZ , €90'C 90lL'1L  cc6L ., . — we Es LŁ6L SONJEA xoog ION © y REN . j E m T A T m 
8tvL'89 ^  L&Z'v - O96t'6€ -9LV7Z ELE LESNIBA yoog ION ^ ` 897/5963 Eras IE O o lijOHd- G31viHdOuddvNn 
6sZ'a 804 991'p 988 £LE pew - AT l i 

uopemaldag peiejnumoov CLP BPC 392999 "EG: : 489À SNOjAgid WOJ} PIEMIO] UBNOIg LjOld 
SLL'E Ove v69'c 482 . | ; sjuaujsnipy jesodsiq v s FT, l i l l AE. 
L96'8 £16 99'9 889'L ME (of 409410) OGYI. ; f Ni n : RO uq a 2 
LOS SE- YEE . 8L Su > pIRMIOJ ae ae 27 0. 07s 910/95 . : ede - " y 
` Hat d > ‘ . , nuSnojq-uopejosidq | . y T. ; ES 3 DES V 
a ` < aes. . .p86'£6L o a , pasinbal 
LOS'LL - "Sv6'v'  z9s'tv  O00'fZ . l EL'E le UOHEN|EAIO 1809 — ' ; os. . een . j : i ©. ^. JƏBUOJ ou uonexe; 10} UOLSJAOId : S397 
. 008'0E 009'L O0L'0Z . 000'8 . . poned Buung sjesodsig ~ JS hod se. E ONSE paui sentnaes uopueip enss; duos 
0L2°08 8rvb't c9L'eé8  - 000'Ez poueg Buung suolHippv  «.^- : E , 2m Dru A . EC 
L69'iZ LEOZ O0S'LL  000'8 S uUORen[eA 10 3509 BuiuedQ : 867 90€ '  €£L9'EE9 TL a. a0 if A 
IN '"Augduio2 Bujpior ox efqeoyddy (z) c re E m NT o i wee 
c TELE Be Bee v . " - 000'0Zt —————. - GEL 'ZOZ AED ME E 
i a : EDU EN T T. P NN C x : SES. AO vos'zt = JIN 188 16] 
K d '^ uonioinboo 51 104 apuja Ui ` 
Sunejes pue poued Bupunosse ey) jo esinos ey} Buunp pouinboe siesse uo uonel2edep sepn[puj, - s A 3 Be ejqejteAe #04 X84. uoneiodiog pasueapy — 
910'008'v BED — zvO'tE  68v'8 LvVe9Lv — LLG} SONIBA xoog 19N | i g 000 cL >o. , 8921 20.0 (eu) —eun pesodoig 
E a i 000'8t 000'24 pew senunoasg uopugio 7 uineuj. 
 LIDZDO LL LEG'GLE 'veco'zeCc. — 199'LvL'L. 8L0'6v0'6 ZZVEBGBZ9 .. c EL e LE : “ i "o M: 
a eA _anjeA yoog 39N we 2 r4 | ^o. CREPUSPIAId 
mec " E - ~ : ; f - : - ae y | l i ] suoyelnidolddy 7 
£L6'80£ ~ L£8BL'vIZ  SGE'S9 8v9'sz 26L OEEZ ELE LE 18 ` à 
- ] E T PU uonyejosida(g paje¡nunooy ) . e Ya E l Bo a 
GgLL'LvL.. €BSDL —LLE'68 . SbLZ‘Z ye Ns ' Sjueugsnípy jesodsiq G6/'9Zv " ^ ' e06e's£8 Pi paiitur] 3sn4J uopue1t) jo SIOQGUIOJN - 
.-LLE' LET 688'887 LIS'PLL ` 6cL'LZ 26L OSE'Z «poned 103 Beyo- `; A . Ux-tt or AMETS qe Rx 7 : : g E 
0£8'81 LBÚ E -*9LZ'0L — vEL'S Ne p18^u0j j , r: ' 913 93 e[qeginguny xe1 493v 11404d JON 
"pe i ' 2) We ns 5 1uBnoiq-uogeioeJdoq o f E a ; rk ee 
———— - : - : pa ` ud o uL. : Gb£'b - o - 7 syjold uonisimboe-eijd pue sisejajut ÁLMO UNA 
£8bE'LGE'ZL. 8lZ'pes GLE’L6%Z S6Z'ELL'L 0L8'6v0'6 -L18'8679 > ELE LE - ane. S E M ; 
d peer ge a 2 ; uone A 103809 G6 97V l A Lye ors Pr $18 XBL 403j V 313017 
GEG/909 — vOG'OLL/ 980'0vL vOL'Z9 LbS'OZL  vb9'L9L  pouegBupngsissodsiq — St "ZL^ 000 lu t Ls E ‘UOReXe} 0 UOISIAOS 
$80 E0L'g — — EEUZIW. TZEVOTE S628 0b6L UonenjeA ie PES cos PE. IBEXEL IO US Aa 
"E AU r l > E [guoissajolg uo snjding — l OOL [S9 - GEC COLL: fb. Hoi XB] 910308 313044 
88E'97tb'L. €08'SE9  808'pGE 'L6l'G9L': 8b6'ELL'L cE9'9LG8'v Ponad Buying strud ————— " gs va 
- 9p8g' ; : : f : 'ZOL'Y > -—- | UOHEBhIBA 10 1507) Duiua : FON = A oe , i 
.9v8'9c8'v  618'6 d £v — EZ9'£L LvV'ecoL'v dno Bs el day w Lv9'ZeZ 6LO'LGS OZ , I ejyuAed 1591034] : $88] 
. 3 ^3 $ $ F 3 EE LvYL'E88- vLE'00Z'L e ! ` 
je3oL jUew sejoryeA  eseel oseo]. sBuipring a - : : ao, ~ 
j ` *edinb3 4030IA oys Guo} pue pueg : > da": r ME- xt 
pue 3ue|d : i pIouge14. '.S13SSV 03X4 ‘2 Lbs ES TES UN p Ro SOO eee e voies] 
NE E v8E' LvG npo O98'ZLO'L | e ee Old Bulpedy - 
" "ZU re E Gos'ocz- | ——— —-  BLZ'909- | ACCIPI 
m . Ss. e mos Jie pu vZO'v8 Z9z'8ez _ sBuioBing Auedoag :sse] 
: l T oa i ^ i £8S'0b£ Lb’ eb i |» GWOJUL iejuag . 
- "ZLGL u918IN ISLE 0} SYUOL gp ou 104° . - 
payu ninos uopueiry pue 1/6, Jequieoeq ISLE 01 SYIUOW Z | oy} 104 POLI] I5N4] uopuelt -` À | i AME 

‘JO sjuno99y ayy Buluiquios Aq peonpoud usaq saey se1nBiy aAnesedwod ayy ‘pazwiy senunoes 76278 b'S ' 6L6'699'6 ZL J@AOUIN J, 

uopua45 104 Bupe syujuou z; pue pex] gsr UOpuelsy 10) Burpea ,syiuotu g} epnjoul oj 3 3 3 '3 ` HC A: 

.  8ununoooe 1981oui jo siseq eui uo peonpoid usoq GALU SZG} YDIEW ISLE 01 SIUNODIY eu ‘Yuey ' - j . e 
~ 1SLE O) dequiedag 15 LE LIO, peBueuo ueeq seu peyur] 180] uopusJ5 jo ejep Bununoose ey. X LL61 £L6L YORI ISLE. SION fes 
l l . ^". S ( B1VQ.BNILNnOOOV JO 19NVHO 'L "o MÉ g E "M l d E 
' | E EO un UP od $ 3 erel u21elA ISLE pepue syzuow U99)J14 ou 104 
— SIN M FHL OL TRN INNOIIV sso] anv 11404d GALVGHOSNOD 
; i i ; um \ e . 

l : ,SalNvdWO2. Auviaisans anv aa.nliri isnt. Noanauo rn e e gie de i ae 

i ERE 4 i - a Ze - a p E og j : - A 


+ 


- "£461 UWS Le pepúa popad ap Buunp 


02 Y POOAA "q uuor pue Her bem $ 42009 ‘oD $ esnig 'suonn|? Buipnjour sienjeA paren 
JO SIOABAING Paleyeyo Aq pa1edeid suonenjea 1ex18u! uedo jo 3no este sesnjdins eaoge au (£) 














+ 


























1. de 





D 
^ 
Am 











` 'S$junoo5e ese} jo ped uuoj [OLE 01 808] seBed uo salou ay) 


- 
” r * 


4 $ 


i digit " 






































? 


a 

































































f ‘aA 5 
I2. Ds pay = l i l U | 
| 7 A : 0220213 | j- " i a . s, + JOY weyuing jo vonisinboe eui 103 UONBISPISUOO eu Bujeq “ajeys Jed Sg" 03 Ye 979’01z (9) , 
| '^gza'St3 ^ dnoiBeuiul uym sojueduioo uesmieq Seniedoud: jo ejes uo xej uoneiodiog pausjoq . E dn pike. Ves : 01845 19d LF 3e SI0159AU! |eUONINIHSU! 03 000097 (4) l 
-0 ^ 000093 . „peuo 08 72 0077 ie ARTE a : eus ¿ed ge $iuBhi jo Aem Ad oo0'082'1 (e) . 
a - pares Sesso] UONEXe} ssal. senjeA UMOP U8enuM xel eu 19A0 SOQUBMO¡¡8 JeUded 10} dd ` “e DTE : UMOUS UONBJApisuo. . 
| ZEE = BusAjijenb sjosse pax D anjea 3ooq eui jo S$92X9 Oj} UO xe] uoneiodio7) palajeg . ; : eur 10] poued eui Buunp poenojpe 40 peris; e 9810 das jo sejeys Aieutpio Buimo[¡oj əyi- te) 
‘> 00713  . mE 2 Auadojd jo seseyound eininj isujeBe 1940 -(SAOGE  ojou aeg) panss! ee dgz jo sereus Aueulpio 002/209 JO ]8301 e 10] ` 
IP B IR efjoJ eq oj serie 01 o ejes uo Burse sujeb ¡eya XB e 3 
| E dioi -- Pejj04 eq d i ! jeyided uo XB] uon ell saimjed c E |  equosqns O} SIUBLIBAA "penu uopeJodio? edÁAjouoq eut jo 'uonisinboeg eut jo swe} au 19pufi (e) 
| ON : NE 3 - . 7 000'0923 0££'089" I3 ^C yore daz jo se1eus ÁJBUIpIO GLb"LZL'9 ' :penss| 
i -> ' 3 (gz4'9)3 .  SOE'pzZ3  —000'$53 88679023 - . i I E UE yee dgz jo seieus Ajeuipio 000'000'Z1 :Pasuoyny (1) 
A. - - l l . (^ 0 NLIdVO 3HVHS. “6 
| y urs dona eso ` u s Prod Vnus rad ROS ABSAIGAMI samby jo 1equunu au o] enp uMOus JOU ese sue] jue ÁAgder pue 18619]U! JO sejes ¡enpiarpuj * 
| A Mex B ub pexnqinsipun uo xe], euroout . (peinoos—gzo' 98v3 1465) (peinoes) L19'429'23 SIBEA G ung AjouM ejqeAedeu 
| "t d 2  087'99 - — © SsLS'LA 7 A jeieg dnog í l ADS 
22 iN MA i , oy Bunejas zuowÁed pasodoid g ; , lpeingés—eno: +813 1,61) (peines) 101'808'E3 sieoA g seno Ajepaed so ÁJOyM ejqpAedoy 
ee vom nS uen — OZS’SLL - uopexe] Paejog O} su9jSuea]. m : M (einoog—/££' 9vC'L3- 1261) (Pandas) 097'ZE6Z L3 SIBOÁ q ur Apo ym ajqeÁedey 
P le VR A a ENS cm RT . XB} Se08194Q PPY f ; ‘dnoip — 
oo, st. Sepp -. >> «892996 - 000’SS-- ` G60'EZ . x ' «0v je xe] UONBIOdIOD “WN - *- S WEE m TEE E SNVO1 wual 1HOHS NV: S39V91HOIN SIJVUCHIAO ANVA,'8 
> „io ,Auedwog + ,dnolig . Auedwog "dnou5: POO, O47 104 eB18yy (1) — M UT i e vm . 
: ae? '' M6L g ELEL la , XV — . Zos D eléys 1ed dg'z jo puepiAjp [eui] ss018 uejeAmbe ^. 
i ] ` T E Hs Bek A ss E. : . , gjqeieduioo g Bulyew ‘eseys 16d dq/'p jo xel UONeIOdION eouBApy 
EIL . Er us ~ ; 000'7L Gc9'LLL £L6l “Jequejdas Ulp 1e 1915189) BY} uo peiuir] 18n4] uopueic) jo sjequieu 
"IN ee AA " : Mu". . . i ' TEE RM 850u1 0) equAed eiu sed (1eu) da/'| jo puepiArg jeuig pesodoJg ` 
l 1 ELS LBZ L3 86v SvO' G3 NE l l ' _  S@AJOSOY [BIOL . 000’8h  .  O00'ZZ ` Z461 “29queseg puzz je 1035/881 
. "a BC RN NE exc Mp 2 E pU - i - a eu uo pair Sejwunoos uopue1z) JO SIGQUIELU eso O] pied Sem 
E uw. LbL'609'L3 -. LbL'609'L3 - : oR co "E ES je^u0j Peed eduejeg .' t - . E oo ue snolAs1d) (0909) oiBys 10d d; jo PuepiAI WHS} uy 
1- yu EE AAI p 3 ae e E e k . * a 
> B " 821 209"L', BZU 209” (A ((É) 6-3}0u 'aes), (jeu) poued Bujinp suontppy : ML6L - ee L i y l s E. 
VA - £10'L- ELOLE E e i a c "o x pI8/40J 146n0/q.89UB]eg f ' mS. ; i » l a SIN3dIlAIQ 'L, 
l, ` < LUE 2 v — 3unooa2y WN] ARUS ” 3 E s v 
-— Qu — 4 ` E. i o : | l *onjeA eiqestjees 
| EN 2 | £9 L'68L GCE CPL V, soe PIER) pago sol paujeroy | jeu 10 1800 jo 18M0] 84] 32 UMOUS S! junO90e 'Buneep uo prey seeus sepnjou! uoiuA Junoule SIUI ` 
| ME S. EE (910 95 . P X a cuc 2 (jou) oü jede) oi siajsuesi da i s SSaud9Oud NI HOM any WOOLS "9 
cue - ZLEO9L . EL9' ££9.." : AE um pa oT. .SpuepiAIp pue xer Jaye Wold ~ : 1S9'19£g. . e EBL’ LOE. -nnn'na - 76 , a F 
| . ) bo BEC - i nos Soe 00009 ES LG- * - i l : ‘Aueduiog | 
ne. © . (ert Jj $92'686 ] ; Rx piéAiojjuSnoid:se2uejeg — - Lgz‘olp  .. L8E'0iv ` ` SZO'EB  .,  198'08 e ^. dno , 
Q.. "mE ' de , i yo = a ' S9A10S0H POUTASH S s uonenjeA 3809, `, uogenjA. 18023 DP sjusunssAu] pazonbun. (z) 
, - i y : " P , É * Ñ ‘ = ¿54019811 ¿240 H : ` = 7 ` £s . £ 
? E Q . - 607 £L ¿Eb £62 9 uio pas KU ous | piemío; pales seouejeg AE a , ae. ee l EL e LPS . as - 
pd AE: : a à | £69'06v "  OBGEEEL ^" Oce'ub . ' 8c9'88 > 7. 0.07 Aueduio 
SON TA. (P99'LOE) ` panu seriunoag uopueis) yum 1eBieul uo 3ueugsnIpy ZEVLEL'L — 989877 ££LE'£68 | 999'LZ9 - | " dnog, 
Vl 4  (sotz  -^(sov2 . - ^. go uaua 1ueunseAu| peyonbupy ae. syueurseAu| peyonp (1) 

20 57... 72. (0096) Qi oe penu] sepunoes UOPUAID pue “LA: jo jeBieur eijueumnooQ — ^ — ^ enjgA 1938, — - 1500, ,9D]EA39X38JA 3809 "se SIN3INJS3ANI 'S 
Mo B, ee we . (CEB'9EZ) O ; JUNOIIY SSO”] pue J1J0JY 0} S19jSUP1]. * ` dtu ha A : J 3. NE. E . aH 
E ` (980 30 D. MD ie ee _* Auedwoo ÁJBIPISQNS oj GIULIE eniesel JO JOJSUBI] `: ç- 7. . MEL XE =. EZEL "LOS NE DNE. td XU E 

Le et on . . — 88£'997 - . .  (xessej Aonod eoueinsurejijo speeooid — ^ ge j 
| EL p 6 Ly‘RGL'S ’ . . Eug , s1se19)u| ÁJJOUA) J "SIUNODIY əsə} ul UMOUS £/61 “YOJEN IS pe Je 98€ 'gzg' T jo jueujsoAu) eu] QuA seieduioo sly). 
Dag $e ua 0} aiqeingune uolyodoid 588 “seyuadoJd jo uonenjpPAa: uo snjding "60006 L'Z L3 BIOM 'Ayjiqei] UONBXE) OF yoelgns ‘sjesse ejqiBue jeu paysnipe ey 304) siequieur soy) 
| las 7I—7 sU. 989 b . | ; l (xe} sso|) ‘snjdins pasjjeey - pawuoju} paw uongJodioz) edAjouoy] 9u jo 510109110 jo pigog eu '£761 ‘YEW YIOL ey uo," 
E " OzE'LvL. ^ 680'EE0'L | Ps pleno) ¡14ySno1q seoue[eg “ i 'Sjunooov esetp] ui S]¡NSOJ sjj ejepijósuoo” 
MC Media : dnos: - ME a ! oe : $9A1080y |E11d82) 0) syeudoidde Y JepIsuOd jou op $101081| 94} '€461 ‘UNEN ISLE pepue poned quiuou-gp Byrjo . _ 
| Tu CT MS: Beer . D e Oud . S3AH3S3H ‘OL sAep 1uBie Ajua 105 MAIDENS e SEA peii] uoneiodio2, adoua iN ‘SUL 3813 1083 OY} JO MOJA UJ * 
neuter 2 i a E "E s ; , = . *“SAISN]9UI LEGEL 019/61! seed 
| ol i gis E B "D o ps ; E Fe ADS Bj ae jo Aue y Bunesw Pra senate zn i "D eui BuiMojo; SAep gz jo spolied eu. , 
ete ; D o a 'PI1 "09 1ueunseau] herpiem butioes Je LL} 1 1 zZ s A1euIpJO 002/209 JO [P101 e 104 equosqns 
duet a - b , 01 sjueJem yan 10419801 *18/846 L 19035 UBC] peinaesur) 1u89 18d y | ¡gunuou 068'6/0'73. 10 
| a Ms y jo uonisinboe aut 104 uoneiapisuoo a 10} dd ds ued ut eJeus Jed S aT O (4) - enss| əy} Aq palsies sem uonisinboe siy} 104 uonezepisuoo eu] "pez! uoneiodio?) edAjouow | 
E 701288. i ^ yo uonismboe en 104 uonejepisuoo eui 105 uonoBjsues ued ù; 91eys led 90'23 1e 6ap"1L (B) / ^. BU ¿O ¡erideo CAPUS pones ou qoo EON peinboe payt 1504] Uopuo15. £/61 UNBN PIEZ UO 
| SN : PI Son4ado14 S pjeqoouy a NES f dg OSA NOLLVHOJYHOD 3dALONOM HL’? 
o 6 a P. jo uonisinboe eui 40} uonbJepisuóo BY} 10} uonogjsnes ued ul eleys sad ¿8"13 1e 9/y'Zv. () i DE aa do f ; > 2 M 
Nu osi e DH səpunoəs uopuei jo S16pjOueJeus 18010; ay] O} penoje elem aed 32 GZO'£6/'€£ (9) - i i i ie i. a 'peiinbae 
A cà pry ape|buoisen sjesse yeu JeAo sabaia Asejpisqns jo-üonismbóe jo 3509 jo sseoxo sin $juesside! [01002 jO 3507) 
ug DIN i qo ieideo ays penssi 94} jo %09 401 uoneJepisuoo oui Bulaq 'eieus. 10d 90 z3 ie 0ZL'£4 (p). 7 f 104, 1NOO: dO. LSOD '€ 
sa 25 » y 2d l SS l E l : "d | E 
Vk VES da^ m n XL ELS - (penunuoo) SINNODOV_ AHL OL SALON +. SEIS ED I3 
m ; 3 : ! Vot j TN 3 E à -. : ` >, na " . SACS: - AP E 2 A EE 
MN UL - . a Toe -SaINVAINOD | ‘Auviaisans any aauiwn isnul NodN3us * Tode "ll O "ue uA ES s 


E 
Poa 


- % so 








- M 
- Le 3 - . 
" t 


a - "py ‘(QueweBeuey) mo 


- <* F 
- - 


^ 









































ESA Ñ : : l : r : - " , | dg * : n . + T q . - i r A A : -` B 1t .1 £ 
gre ee TOMUCON, E . dr 'EL6L ISNBNY pig — poc 96 GG, |. - pueifug . . , , PAW] SODALOS JOJEDPY — * 
"-— o r Se Uno peieueu) E c. od . NC OF! Vvo3 uopuo] : AL. ` puejBúg ^ <  BelurT uiqqio poas - 
, EA NA 902 3 e1ges 9mr]'oep . cU Re Lago val " :, 4885 JBAJUINJ EE ` : at ("96.£L '  PUB|ISZIMS . ° (euuesne7) "v'S 913 ' 
l RE - E : m ue s: c AME : Sen d 1 e POE. Tai "^ ', 96 Se |, puej[Bu3 .  peuurr(sBuripjou) seuieg NH, 
O S e di E dE : ter ee pate. Dens o Se he. e ae us 99 0b. `.. pueb.. 2 0 c0 V pejurpsBuipjog AeAV 770.0 
MS " " -5 t i qe 7 = - ET Ms ON JS J E E ET . dl M ` » MP s , t Ts t v S ; S d y -4 E n E : E : EL E pue¡Bu3' a E ei hte payiur], "OD BBUMS “08D” : E n 
e ee y . 'Suuy 1euo'Ád pejiprie used BALY SoueIpisqns -ULE jo sjuno99y.ay] *ejep Jey} uo: DE ; ee ae a as » AF PEN P uj 
e È "S . Pepue syzuow ueegj) GY} 10} dno15 eu: jo joad ay} jo pue dno eui jo pue Auedwoy au} Jo £/6) * Eg DU } be d } 9 : e à e | 
E: , _ YUP ISLE Je Salejje JO 01235 ƏY} JO MAIA 11B} pue andj e eAIB ‘Auedwog Bulpjoy ey) jo siequieu ey) lẹuezew eq o) pe1episuoo ou oie Aet se peje1odioour doeq JOU eAeu seiueduioo 
Mee Te Oe /8UJ82UO0 SE 12} OS ‘PUR /96 |, pue gp6 | siov serueduio:) ou ^^ Á[duuoo sejou pue sjunoooy pies əy} . , 8594] JO S3jnse1 eu] *seiueduioo esotj Jo [ejrdeo eseys Aube panssi ey] jo Jues 1ed (| jo sseoxo U! 
ee eth y uoruido sno Ul '[OLE 93 ZOE] seBed uo zno 39s-“oJeJayl sejou pue 'sjunoooy eui peuruexe 9ABy eM . +”: Sejueduio3 pajonbun ui s¡eydes aleys Áynba ey) jo suoniodoud Buymoj|o} eu) paumo Áuedulog eu] E 
CRUS S ae Log ous 7 cos]. Peyurnpasnipuopueip jo s;equieuredio] el cs E a o d 'SAINVANOD dqalvioOSSv ^s," | 
T à "ne * $ ons E * e x c EAM ae x; i d uw; . A : . ola EE B d: ES Ir B S de s ui = M4 N son Ex S add = a ^ : ^ LU ; 2 a? JE NE 2 2 a ahs : E 2 ' 

: ESTASS TT M EE ^ ^ es f AN nc mon = ^ > E M Fenn P. SM wr Li M Ta bi 3 . "e eu as Soa E "UN gt DAE TL PEN "n dE E B i e f ure z : IT A ti A eg PE ~ T SUM Oe dz DU mad 
ao Au E Pos JU Ss AD d uS um MC 4. HN CES EC iN LL T QE 007213 49 Sjueuinpoure peAre2e1 10798141G pred 1sayBly eu] `, 
O qd EE ge E p MA a E € O a a zs * £d. pm. 9 es l E IE a LAM D EN 00S'Z L-100'0L ... + 

A NET a yo poA Den Uwe soe A Oa "xe ec ea TH ] : i l TO : l Ware. mS pi i LL6L 77. EL6L a a PU 
Mo uiis ae "E po ko o-—- apoa oie 180d38 -SdoLtanv. se e fe “*.2000'013 jo SS@0X9. Ul uongiauntuei JO 1d18991 u; seAnnoexa Jo JOQUINN `, 
ed CEN MA m SM c ge ae n - e S E E A de d u une de EAT eto Re e ya 000'81-109'71. . 
Or CENE. ee E. EC de ^ AAN E ] ME li ONE ON PL ENEMIES NEM AS 00821-10004: > 
EO EE un. có sch TS. 007. SELLA LSA NOGN3HSS-:- BR I RAT uuu P ME y nr E 
uae perce SE PLE ga eo ea "a C A ee ae aar pc MN E Cu EC TEE CLR eat Rd Roe. Bu aret E. dier ME. .008'4 -100'8 ^N 7. 
SU MC CAE T C M TE 3 (a n hes ro ME O A y ME LN AX eS MES O a ptu Por QU a ie "NM ANLE cu 000'3.*10S'6,.. ^, 
EXP E ucc e a A AA 009 -0 > 
ao Be S oO AR Bs eRe Xv ra ce EGR. * ^ €L6L . SF. 
ag u G E "E x ee NO CE: .* :SeBued oy) uyim. suawnjowa jo 3di9291 Ul 51030011Q jo 1equinN 
EMI ; , : - As M A. M A AR ` (0083 '1£61) 001'L3 :ueuueu? yo syuawnjowg . 
i a i d GE A Ex > Pa PM efe scu ug. s E x EUN . i FM MN EN i UA SIN3IAfn' TOW ,SHOIO3HIQ ‘PL 
TN H al = ae aie : NL NE. Nr lr eo - JEN" ii Bo M ME X So. > Ex doi S x zx E . MESE f Pe, "T. us . 
x: ns " mu os NO AP 4 à A a > E PN . > ~ DEM to. z A Ea i -` B i yo ae *. " `- , 4 ur. s M ` 
ue s . i. deu n ELE a da PIE MS ME E Mr 008'13 gS/9'c3 =- — q Sis as sjueunseAu| paronbup, wo. euioàu] 
suem , « eto fGG^ ^ 00 t Po, " e opas cv V613 ` OLL'83,. . .. MW. ,, SiueunseAu| parong uio) Wou]. Te 
VÀ = is ee is GLO eid edi) Gee ate i ae RS PA E ee ee ee ce | L aa gas ATE Ea due M rM C ae Mc : Buripe1o 1638 puy .- i 
ars Z. EF Lv. - BOL OLL 7^ ME ee Sa n dE sü&o 1ey¿Q;uo 1se19)u| Mor ru t. teh Blips v ey KOE SS ] > +, Vuelwudinb3 jo ay > e 
CES bee SB - 1L6'98y | : P db "e DN i TM ' A ua .Ol6'£3 . 00713 : ^. , pe ET EA : À UONBI/GUNLWOY SIONPNY, ` 
o m E ; : as es Hees ago n rou NE a E .9vE'OC3 ^. HLG LF te 0. (08h "13 Seo} Buipnjour) sjueunjous ,siopeng - c 
5 O S6/'C8 "'  99L'OLL no Es 2 4! * - 9AISSSH JeHdeD Woy 19Jsue1 : $867 o 822113 LLE“LEHZ : ACCU Lar 2 | .uongmeidog > . 
4 © | GLOBES. - LEL'£89 - , Seah G utum ejqeAedei SUBO] pue.sjjeipiaAo sueo yueq uo3sojoju[- . .^. . -bZ6L.. EL6L oe se ¿BuBieyo 1014838 poate si xe} pue1se1ejut ej0Jaq Mold 19N- > 
ut) 3 caret ue, pen ors. N LM gn AR Mm uo v ls ue ME ME a Plac UNO ace ween XYL 380338 1ldOHd "El. . 
^ : S Na i 2: i E a . ss r - "o ON wu O - A an” ET ` iy ` - Te. WU Y ou 
E EX LL6L: '- -eL6L VOS y 9 ; ME - T. pu pm us : we 7 . p , TR EE l 
Abs QAM: : Es etae rude. t i j es C «LSIHILNI "02>... .6£6699'63. |. " .. ^. .. "Vos ut lee uh d poa E E a x M" cA 
E eee a i INL ae LET PPS CMM TE C UM + A O ee (Ur de E É M rac um ALME AE ea, CIS MAS 
2 S "D fa e o a a A a er tes O MR E c uu. ewoouy|euey ^ i- 
EE ^ ^ ;. "SOJBYS ÁJBUIPIO JOY SQUIISQNS 0} SJUEJJEM JO 198119 Əy} pue anss! sjuBu eur 20j jueunsnfpe -.' - S69'1£0'£3 + Loo Zu " e qeu 7 0 T... 7 ,IBIoUEUM | 
à Roe ` ege pU? 60L'/£83 JO sBújules uo peseq si eieus.1ed sBuruiea payniip Alyn}. yo uore]nogeo dy] 7-7 |” Log 619 23 ~- ' VN OEC a <3 `° Auedoid jo ejes jo spaannig — - 
E E cL E E E. SAM ieee j EAN -~ | . fe +) ESE EZ v3 - E LE c M ER eopues pue Bunnjogjnue|w . ' 
- e o4 ., , A PA 7 Lot =f 2 » a p n vers "^ : à à , , / e x ' M . a i ‘ . 
A : : E EA "M ; ut eg ¡AUYAS dad SONINUWA B : etm "€ y : EVE aoe AN : SMO|JOJ Se SI JeAOUJn ] eu] JO UMOpyeelg Bi]. 
m Qvo c qn c LEE. l PRAE S 2 a UE. HE M E 2. > i'Se[es AuedulooleJÚn Buirpnjoxe dno15 eq jo euioau! 18301 ey) sjueseldey” > 
EE. T wa ; 4 E g - in r " i E EN CEN s e > um. - * E à ' : a Y. SEA ^ ae i AE ji h E 3 Qv i ; *. ` n H um D 
' "Nm 7 : NOE "E ALCUN i Dc EN Sow. UB UueWisle + Cl l5: a PP XIX s ee ui nés Ui E = a YAAONYNL “CL 
pr, YB 89U8ISIXe U! 249M 000! LLEF 01 Bünunouie seed pit 0} peynur] 35041 uopueio ÁqsesjuBjeno .- . E CS a v Fay QN g ha eg : . 250 EN 
a poe a E o e > SalifiigviT IN39NILNOO ‘aL: . ` T UE DURO: we MMC ae on ee AO Le 
o OE go c. RUE é TCR TE p ip E oi 23 "B l , Xsutebeg pejyeiudosdde ueeq sey y09'2 L3 0) Sununowe e/qe/240981 jou xe | uonesodioy BIUBAPY 7.7 > ; 
NCC UNO ny ea ay AE See E +? Fey. 7 = d RE. i ME l : ““PUaPIAIP jeur).pesodojd ey} uo 
"EI ere Ea e "TS T, j ejqeÁed xe] uoneiodiog eaueApy a|qe[ieAe aj) Jo.398dsei: ut ueye1 ueeq seu g09'/£3 JO jei|oy 
: - 7.7. YAW ISLE 1e Buina saves ey} Je Buas ur passesdxe ale ser9uaJIno uBjo10j-ui Salter] pue siessy Zu cM dd X E Xej, uoneJodj02.eoueApy (p) . 
iode a (0525. "+. fSBION3HHÁO NOI3HOJ 40 NÓISHSANOS 4O SISv8 "Z1 > E Rh = an MEM ONE. quake. db Abi 
NET n l ' d ME E. on E ua : > E i - "$JSOJO}U! AJWOUIW 0} 9/qeInquye 009'28Z3 S! e1n81j SIU} ul j 7 
CE Ñ gs p l i -— T a, POPnIQUI"680'800'23 Pasoxa 01 pejaedxojou S} ‘suje6 pesijeeiun ayy JO SYYIJ B914} UO YOG- — ` 
ag ae PERS DONE din qu s e > 2 E xxt 10} peiognuoo uaeq peu g98'g393 40 6181 OY} Je peje|nojeo ‘xe, vonejodio9 yang "e1nBiy uogen|eA eu 3e pjos eq sayuedold osaut Es 
y t. . T = ; - 2 - pjnous osie 3uBitu uorum xe} yonglodioA AQL ARRU ugar AA HNAJSIAQIN Ap) sanar id paros] ; 
91YA-JO 0} Sujjunowe 1 sion I Hare ` à , L Dg ne 
uox | yoy E bv ERGE 4. 5 EMI RARAN DR PRI n aa SM CES) UPA ELC ay > cal Ba put pjoyesl] 1184] jo euros pan[eA-6J eABt sarueduioo ÁJe¡pisqns ufea poled ey} Buung. j 
M E de EA a E tee "us. agen "DO . . SIN3alNNILININOOS TWLIdWO ^91. ¿|* * i Ce cdo Mine Cur ar i səədoJd jo uopenjeaeg (e) >S 
ice oe tS 1. . > (Penupues) SINNODOW IHL OL SILON — 7.7 Au E 
7 zi , TM - . »u i » M . Puer -l . B " oe a Es . ET x m : 7 É : i ^ Y +. ` i E . R i - ` p l 
i = " " “© E . ^s S6 3 A ^ EN x Sea a us s i + » r ^s y too, i * n A ee 2 E ' e Md dd i l . : ae i % ies a á de = e uu . i ds eo a P py n ^ T4 + - E: : l F - EAS ; a EN E An : a 
O OUR LAE uy BO da  SJINVdINOOS Auviaisans..aNv: GALAN ASNYL NOGN3H5 > Sie, Ta a TC 
En" gs MAY " EL P". AS : le y A * m nd z E a Pm. "a a 7 TE i ' i 1 E pus ES á : i : (T p . " ri . * E - 4 Mis 4 e gl as y e n DAC z 1 “ z sn Y £ ~ it 5. à d gi eu ` 
ia i ToC a A > a : uM: | o 7, 2 , 1 m ; - pis . ` "n: NIE P d j i E " ME : - : » P £ UE Y ; : $ Lar vo a h ' ND. PC T ! . 
i ta ' 1 E: ies - E : i i a E as . E +e OS wo 1 "n ws : x i T E A nc ET : F " 2 E o: ] E i i = À 2 POE 7 T NT un 4 je x "E ph us ES ne ty : S "s E pa ets o di $t = "E e y E E = al . E "ud 7» e es. ‘ rt A 5 
a à bx NU vL n . . : SE - e Es an : — : aye? a t . F a (os af S u ; * 2 E > » act ^ 2 a A ae te an E Ha a 
E del in Es e T c e . : "E -r aa E - - - 2 . A = : x E 7 à . . ; Cu e ` * "I ^, s d e, 2 ] NM ` * * TM : 1 pe : p E 2 : (2 WE P 


| 
| 
| 
| 








There are considérable savings. of both 
money and worry in planning early to 
meet school fees commitments. 
Here are three of the many schemes we 
can tailor to individual needs: 
Capital Guaranteed Scheme 
A sum provided by parents, grandparents, or 
friends is invested to produce a guaranteed total of 
- fees. The capital is released from estate duty | 
- liability, and there are other tax dic MEM 
Capital Growth Scheme ' l | 


A new and exclusive SFIA move to meet the effects 
of inflation. Similar to the above scheme but with 
part of the capital invested in a “growth” Bond to 
Counter any rise in fees. 








Specialized Tuition for the 
Examinations of the 
Institute of Chartered 
Accountants 


At the examinations iino to the qualification of Chartered peer, Metro- 





x politan College students have gained over 


, 


11,000 SUCCESSES AND 350 HONOURS - 


de A d fifty-six first pláces, thirty-eight second places, sixty-six third ‘and fourth 


places, and numerous prizes, medals and scholarships. 


| T Address 


A The Metropolitan College offers you the benefit of 
more than sixty years” accumulated experience in 
` examination coaching. 

* A guarantee o7 coaching until successful, . 

* Helpful, up-to-date study notes, mostly in printed 

` pocket-sized booklet form, 
ck Adequate test practice and tutorial criticism. 
A Invaluable self-examination questions. 


% Official publications ‘of the Institute, appropriate 


. to the Intermediate and Final examinations. 
. JOINT DIPLOMA'IN MANAGEMENT 
ACCOUNTING. SERVICES 
| CERTIFICATE IN MANAGEMENT 
INFORMATION > 


The above-mentionéd examinations are open to ' 


members of the Institute and have been instituted to 
improve the standard ‘of accounting services and 
to encourage study in the increasingly important field 
of business admiaistration and organization respec- 
tively: When applying for particulars of the College's 





LINKED PRIVATE 
STUDIES 


| The Luton College of l 


Technology and Metro- 
politan College 
offer facilities for 
integrated. oral ' and 
correspondence ‘tuition. 


One week ‘pep’ Courses |_ 


—to assist students in 
areas of weakness. 
Week-end residential 
‘Punch’ courses — for 
intensive | concentration 
on particular subjects. 
For ‘details of these, and - 
other linked courses 
write ‘to Metropolitan 


“College, St Albans. 


now | 


. expert postal coucses, please specify the examination in which interested. 


. - Write today for-a free copy of this college ‘Accountancy’ Pros = ot ain to the 


Metropolitan College, St Albans (A1/46), or CALL at 30 Queen toria Street, 
London ECEN 4SX. Telephone 01-248 6874. After Office hours (3 pm 
Monday to Friday) telephone messages are recorded electronically. . | 





Metropolitan College 


. Founded 1910 — : Ad ated Y 
` Member of the Association of British Correspondence Colleges. ST ALBANS 
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Bun Sheme 


| Where capital is not available, pre-payment out of 
income secures big savings. Premiums can be fixed 
or graduated in step with income expectations. 


. School Fees Insurance Agency | Ltd 
10 Queen Street, Maidenhead SL6 IJA, | 
Phone- 34296 (34290 24-hout service) . / 
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E hundreds of accountants have found ilie right job. ME 
rough this useful service.  . m an 


FREE LISTS OF VACANCIES - D 


will be pósted to you or you can call at our Information Centre EA 
and - without any form-filling - study the classified registers. . H © +3 
Over 500 vacancies in the U.K. and overseas offer you the pO 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 . 

More than 300 Professional firms utilize our services in 
engagement of all grades of staff from 'Articled Clerks . i 
to Partners. Salaries: U.K. — -upt to £5 000; Overseas ~ up to | 
£10,000. - | a 
Commerce and Industry: R. Thornhill, 01- 628 8860. . La 
Vacancies cover the whole range from Trainee to Financial : 
Director. Salaries: up to £7 uu 

Temporary Staff: M. Türen 01-628 0391: | 
Terms are better than i is usual for temporary assignments. - = 


< RICHARD OWEN ASSOCIATES. 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


Note: Week-ends and evenings answering service 01-628 8860- E 
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City Notes 





TOCK-MARKETS in their present 

combination of slack trading and 
falling prices are reflecting views on 
the course of the economy in the 
next six months. The optimistic view 
that growth will conquer all, includ- 
ing sky-high interest rates and a 
chasm of a payments gap, is quite 
obviously outweighed by the pessimis- 
tic view that growth will not in the 
end get the chance to conquer. 


YARDSTICK 


The TUC Conference has hardly 
suggested that organized labour is 
going to join with the Government in 
agreeing to Phase Ill recommendations 
on incomes and prices. If there is 
no help coming from the TUC, the 
Government will presumably have to 
control wages by legislation and that 
will lead to a winter of industrial 
discontent. 

This is the view that is carrying the 
majority weight at present, and there 
are suggestions that the weight could 
be heavy enough to depress equities 
below 400 in terms of the F7 Index, 
which is still the investment world's 
main yardstick of equity measurement. 

The 420 level that was presumed to 
be a resistance point, has been 
breached without any noticeable in- 
clination of investors to rush in and 
stem the flood. In fact, the attitude 
now seems to be to stand by and 
watch morbidly as prices are gradually 
eroded. 

This week the building societies 
should have been attempting to settle 
down to business after a week of alarms 
and excursions culminating with a 
confrontation between Building 
Societies Association and Treasury. 


POLITICAL 


The decision — if a decision is made 
by the Government — has to be a 
political one. Either the Government 
wants money to be available 'at a 
price' for building society lending 
purposes, or else it has to be prepared 
to allow one of the few remaining 
parts of its original market policy to 
work. 
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If the former line is taken, the 
Government will somehow have to 
subsidise building societies — possibly 
by lending them the clearing banks' 
special deposit at a nominal interest 
rate. If the latter line is taken, Sir 
Hubert Newton's 14 per cent home 
loans rate could follow. But the 
building societies will certainly make 
it well and truly known that charging 
14 per cent is not their fault. 

In the balance of interest rates, it is 
only belatedly being appreciated that 
while building societies are currently 
charging 10 per cent for long-term 
money, local authorities are paying 
14 per cent and more for short-term 
funds. 


PEARLS 


These are not particularly inspiring 
days for the research and statistical 
departments of stockbroking firms. 
Their pearls of investment wisdom are 
hardly being cast before receptive 
clients. Brokers go through the motions 





of putting forward share-buying sug- 
gestions with the prices of the shares 
suggested near the year's low point. 


EXCELLENT 


From one monthly review there are 
such comments as 'we are not alone 
in considering the shares excellent 
value’, ‘The shares are a good long- 
term investment', and 'At the current 
price the shares are very reasonably 
rated’. That style of description is 
hardly calculated to make clients leap 
to action. 


Stockbrokers peg away with buying 
advice in a bear market. Rarely do 
they come out with selling advice 
near the top of a bull market. One of 
the reasons is that advice to sell 
usually calls for advice on reinvest- 
ment, with the result that too often 
the money goes back into the equity 
market and the client is in danger of 
simply exchanging one overvalued 
share for another. 


Rates and Prices 


Closing prices, Tuesday, September 4th, 1973 


Bank of England Minimum Lending Rate 


Money Rates 


Mar.23,1973 .. 84% May18,1973 .. 73%  Daytoday .. 8 —9 % Bank Bills 
April13,1973 .. 8 % June22,1973 .. 74% 7days  .. 9 —10 % 2months 128-122% 
April19,1973 .. 84% July20,1973 .. 9 % Fine Trade Bills 3 months 12§-123% 
May11,1973 .. 8% July27,1973 ..113%  1month .. 15 -123% 4months 133% 
2months.. 15 —123% 6months 133% 
3months.. 15 -13 % 
Finance House Base Rate 
September 1st, 1973. 12% Three Months’ Rates 
Local authority deposits .. 131-14 
: $ Local authority bonds .. 143-144 
FT Industrial Ordinary Index Sterling deposit certificates .. 14314 
September 4th, 1973. 406-1 Euro-sterling deposits .. 153-16 
Euro-dollar deposits . 114-113 
Treasury Bills Foreign Exchanges 
June29 .. £6:9586% Aug.3 .. £10:7800% New York.. 2:4485 Frankfurt .. 6:0250 
July6  .. £6:8587% Aug.10.. £10:9076% Montreal .. 2-4642 Milan . 1387-00 
June13 .. £6:9462% Aug.17.. £10:9520% Amsterdam  6:5575 Oslo 13-6750 
July20 .. £8:3772% Aug.24.. £10:9754% Brussels .. 91-9300 Paris 10-5650 
July27 .. £10-8915% Aug.31.. £10-9744% Copenhagen 14-1100 Zúrich 7:4290 
Gilt-edged 
Consols 4% .. b ia n fe 348 Treasury 9% 1994 .. D "P pu 833 
Consols 23%. . de at m a: 213 Treasury 81% 84-86 T je P. 83% 
Conversion 33% .. à is " 304 Treasury 81% 87-90 i T $ 783 
Conversion 54% 1974  .. = t 96i Treasury 6196 1976 É $ d 89% 
Funding 33% 99-04 T = T 364 Treasury 34% 77-80 s J^ ¿3 693 
Funding 54% 78-80 is be ws 751 Treasury 3196 79-81 o $ i 662 
Funding 53% 82-84 ") $ $. 714 Treasury 5% 86-89 3 ^ + 59 
Funding 53% 87-91 bs E E 60ixd Treasury 53% 08-12 A $ 5; 49% 
Funding 6% 1993 .. » E ss 60 Treasury 2396 F :5 aa im 214 
Funding 63% 85-87 us F 3- 71$ Victory 4%  .. s Es x es 964 
Savings 3% 65-75 .. s rs hs 893 War Loan 33% e - ^ $ 313 
Retail Price Index (Jan. 1962=100) 
Jan. Feb. Mar. April May June July Aug. Sept Oct. Nov. Dec. 
1971 147-0 147.8 149.0 152.2 153-2 1543 155:2 1553 155-5 1564 1573 1581 
1972 159.0 159-8 160-3 161-8 16377 164-2 165-5 166.4 168.7 1687 1693 170-2 
1973 171:3 172.44 1734 1767 17800 178:9 1797 
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| OFFICE EFFICIENCY = — 


Advantages of System 


Furniture 


: fes newest office furniture system, 
based on portable screens, is the 
Link 9oo from Carson Office Furniture. 
To the office furnishing industry, system 
furniture has come to mean more than 
simply a number of units made to the 
same basic design as, for instance, the 
dining-room suite used in the home. 
Following the landscaped office con- 
cept, modern office furniture systems are 
based on portable screens which can be 
linked together to give a degree of 
privacy to each member of the staff 
without destroying the advantages of the 
original office landscape concept. These 
advantages include flexibility, space sav- 
ing, arranging the work stations to 
provide a logical paper flow, and pro- 
vision of the right equipment for the 
job at each individual work station. 
The screens can be moved to cater 
for the changing needs of the office; 
further, the individual desking and filing 
units attached to the screens can be 





Link 900 system. 


moved from one to another as the needs 
of individual members of the staff 
develop. 


Useful features 


These features could be useful in pro- 
viding the kind of accommodation needed 
by the larger professional practice, as 
well as in commercial offices. In both 
there is a need to provide accommodation 
with a reasonable degree of privacy for 
those whose jobs take them away from 
the office for a part of their time; at the 
same time, they are people with res- 
ponsible jobs who need more than the 


proverbial “trestle table”. To provide 
separate desks and filing cabinets of the 
traditional type, let alone separate in- 
dividual offices, is expensive in terms of 
floor space. 

The solution could well lie in office 
landscaping. Undoubtedly the landscape 
concept can only be used to the full when 
starting with an open space. It can, 
however, be partly used to alleviate ac- 
commodation problems where there are 
permanent partitions, especially if these 
form reasonably large rooms, each able 
to accommodate a number of people. 
There is, after all, nothing sacrosanct 
about one type of office layout being used 
to the exclusion of all others in the same 
organization. If nothing more, the partners 
or directors can normally justify “private” 
offices, if only because much of their 
work is confidential. 

However, whether the landscape 
system is used wholly or in part, overall 
planning is necessary if it is to fulfil 
its potential. Realizing this, most manu- 
facturers of this type of equipment have 
a planning staff to help potential custo- 
mers who do not have their own qualified 
O and M staf. 

Advantages claimed for Link 9oo 
compared with rival systems include its 
comprehensiveness, flexibility, provision 
of units for central filing, two types of 
screen-mounted desking, and its ability 
to conceal electrical and telephone wires. 

Carson Office Furniture Ltd, 18 
Buckingham Palace Road, London 
SWIW oQR. 


Plain Paper 
Copier 


THE 3M Company are introducing a 
plain paper copier known as the VHS 
(Versatile High Speed). This machine 
produces a first copy in 31 seconds and 
subsequent copies in 3 seconds. The 
maximum flatbed copy area is 81 x 14 in. 

Aimed at the ‘17,500 a month plus’ 
copy volume market, the VHS is available 
on monthly rental of £50 on a two-year 
contract, or £60 a month on a one-year 
contract. On the basis of the longer 
contract, the overall copy cost is r:31p 
per copy for an average of 20,000 copies 
a month. 


September 6th, 1973 





3M VHS Copier. 


Already field-tested, the copier will be 
introduced district by district as ser- 
vicing facilities become available. 

3M United Kingdom Ltd, 3M House, 
Wigmore Street, London W1A 1ET. 


All About Register Systems 


LAMSON PARAGON have issued a new 
publication explaining the uses of their 
register systems which they claim can 
increase cash flow, reduce costs and 
provide better inter-departmental com- 
munication; they also give maximum 
security at all stages of documentation 
and handling of cash, goods and tax. 

Called Registers and Register Systems, 
it is divided into sections covering 
various areas of trade and industry. 

Of interest to anyone responsible for 
planning or recommending manual sys- 
tems, copies (free) can be obtained from 
Lamson Paragon Ltd, Sales Promotion 
Dept, Paragon Works, Fords Park Road, 
London E16 1NW. 


Pocket Dictation 
Linked to Office System 


THE Thought Tank office dictating 
system introduced earlier this year by 
Dictaphone can now be linked to a 
portable dictation machine by means 
of a universal transcribe module. 

This module, which costs £40, can be 
used with pocket and portable dictation 
machines other than Dictaphone's own 
Dictaphone 10 (formerly the Dictamini.) 

The main application seen for this 
facility is that users can dictate instruc- 
tions, memos, etc, while they are out of 
the office. It can then be transcribed on 
the office system when they return. 

For those requiring extra pocket 
dictating machines, the Dictaphone ro 
costs £36. 

Dictaphone Co Ltd, Alliance House, 
I2 Caxton Street, London SW. 
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Knock-down 
Storage System 


EMPHASIZING the need for many busi- 
nesses and professional practices to store 
documentation over a long period, 
Lawtons of Liverpool have introduced a 
knock-down storage system, known as 
Multistak. 

The containers are constructed of 
laminated board. However, a feature of 
the system is a metal side support 
which takes all the weight of each unit 
and its contents. Consequently it is 
claimed that, however many units are 
stacked one on top of the other, the 
lowest unit can be opened as easily as 
the top one. 

The units are sold in packs of five 
which, when assembled, provide 11°25 
cubic ft of filing space, but fold into a 
pack 8 in. high. Each pack costs £13:50. 

Lawtons of Liverpool Ltd, 60 Vaux- 
hall Road, Liverpool L69 3AU. 


Portable Analysis 
Machine 


Tue Phytron Analysis 14 is a multi- 
register display accounting machine in- 
corporating 13 accumulating memories, 
plus a sub-total and total register. Sug- 
gested applications include audit and 
cost analysis, checking warehouse in- 
ventories, stock-taking, salaries and wages, 
production scheduling and sales fore- 
casts. In addition, the manufacturers say 
several other applications outside the 
general accounting area have been in- 
dicated by field trials. 

In any case, whether the machine is 
suitable for a particular application can 
only be determined by suitable demon- 
stration where a machine of this kind is 
concerned. Among facilities which are 
expected to appeal particularly to ac- 
counts staff, the machine is designed 
to deal with the maximum normal 
standard ruling on an analysis sheet; 





Phytron Analysis 14. 
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the arrangement of the machine is such 
that a cross-cast of all the individual 
memory stores is displayed by depressing 
the ‘equals’ key; the automatic cross- 
casting facility will decrease the number 
of entries normally required; each store 
can be recalled separately without des- 
troying the total, or can be individually 
cleared to zero; and a hand-held cal- 
culator can be clamped to the machine. 
With an eight-digit display and 28 
operating keys, the Analysis 14 costs £210. 
Phytron Electronics Ltd, 117 Charter- 
house St, London ECT. 


New Printing 


Calculator 
INTRODUCED by Decimo-Ricoh, the 1010P 
Deluxe incorporates a 2-colour fast 


printer with buffeted keyboard, allowing 
four lines of entries ahead of print-out. 
With the four basic arithmetic functions 
the decimal point is floating on entry and 
pre-set on print-out; the decimal point 
floats on intermediate calculations for 
greater accuracy. 

The machine carries out constant, 
power, mixed and reciprocal calculations 





Decimo-Ricoh 1010P Deluxe. 


and accumulations of products and 
quotients. Other features include auto- 
matic constant facility, exchange, non- 
add and negative entry calculation. 

At a recommended retail price of £179 
this calculator will be of interest to those 
who need comprehensive calculating 
facilities and to leave an audit trail. 

Decimo Ltd, 96-98 Park Street, 
Luton, Beds LUr 3EX. 


Postal Franking 
for Smaller Offices 
Tur Model ros Mark II introduced by 


Roneo Neopost is a  hand-operated 
machine which is claimed to make postal 


[IA TO PLATA IEA 





Roneo Neopost 105 Mark Il. 


franking viable for even the smallest 
office. It can be set for any one of 21 
values from 1p up to rolp, while the 
meter keeps an automatic record of 
expenditure and shows the amount of 
postal credit in hand. Specially designed 
label pads can be used for items too bulky 
to feed through the machine, and the 
frank mark can include a return address. 
Roneo Neopost Ltd, Roneo House, 74 
Upper Richmond Road, Putney SWi5. 


Small Equipment 
and Supplies 


Microfilm cassette. A microfilm cassette 
introduced by UCC Computer In- 
strumentation Ltd is said to be par- 
ticularly suitable for use with low-cost 
thin-based duplicating films. Other 
features include ease of loading and 
provision for indexing on the cassette. 

Computer Instrumentation Ltd, School 
Lane, Chandlers Ford, Eastleigh, Hamp- 
shire SOs 3YY. 


Inexpensive four-hole punch. An in- 
expensive four-hole punch to punch 
holes in single sheets has been introduced 
by Twinlock. Provision is made for 
correct punching for A4, American 
quarto and other popular paper sizes 
at the most commonly used centres, 
and one edge is even calibrated as a 
ruler in centimetres. The cost? — 6op. 

Twinlock Ltd, Croydon Road, Becken- 
ham, Kent. 


Felt tip pen. A felt-tip pen — black, 
red, blue or green — selling at 5p, is 
claimed to last longer than any similarly 
priced pen. They will even send you a 
free sample to prove it. 

Berol Ltd, Northway House, High 
Road, London N20 gLP. 
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. Tax Pros and Cons of Growth 
. and Income Bonds 


— Sir, - I would like to raise two points on the above article which 
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. appeared in The Accountant for August 23rd. 


(1) It is incorrect to state — in the first paragraph — that 
guaranteed growth bonds are ‘nothing more than deferred 
annuities with a cash option’ since some life companies 
have issued growth bonds based on their life (as opposed 
to annuity) funds. This can be done where the company 
has incurred heavy management expenses which exceed 
the ‘income’ of the life fund and, therefore, the life fund 
effectively becomes a gross fund in the same way as the 
annuity fund. 

I think the distinction between the two arrangements is 
important in view of the different tax treatment which can 
arise on the death of the bondholder. 


(2) Although it is indicated that higher rate tax can be 
payable on bond ‘profits’, no mention is made of the 
potential liability to the 15 per cent investment surcharge. 
Again, I feel this is important since the tax rate on ‘bond 
profits’ can rise to 60 per cent, and not just 45 per cent, 
as is suggested. 


Yours faithfully, 


Beaconsfield, Bucks. GEOFFREY G. NEWMAN. 


- [Our Insurance Correspondent replies: ‘A small proportion of 
_ such business is written in life funds — usually by new or fast- 
_ expanding life offices with very high management expenses. This, 


in my opinion, is not always the best type of company with which 


. to arrange a contract. 


‘I agree that, when the proportion of profits is added to the 
year's income, it counts as investment income’. ] 


The Army Cadet Force - Voluntary 
Assistance 


= Sm, — As you are probably aware, the Army Cadet Force is a 


youth organization for boys between the ages of 13 and 18 years, 


_ affiliated to and sponsored by the Army. Cadets meet at 


detachments once or twice each week during the evenings and 
occasional week-ends when camping, adventure training, and 


outdoor activities are undertaken. Training generally is aimed at 
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encouraging self-reliance, leadership and the qualities of good 
citizenship, together with an interest in the Army and its role 
in our society. 

However, in this area there is a shortage of adult assistance 
and thus I would be most obliged if, through the medium of your 
publication, you would be kind enough to print an extract 
from my letter in the hope that possibly one or more of your 
readers may be interested in offering their help to us. 

I have an urgent need for at least two potential officers or 
adult instructors in my own company here in the City of London, 
and I know that there are a number of vacancies in our Cadet 
Group (Battalion) which covers seven detachments in the City 
of London, Stepney and Islington. 

There are two ways by which one may enter the ACF, either 
via a commission or by appointment in a non-commissioned 
rank. Regular Army rates of pay are available for week-end 
training, a travel allowance is payable and of course uniform 
and equipment are issued. Previous experience in the armed 
services is obviously an advantage but is not essential; however, 
anyone interested should preferably be between 20 and 45 years 
of age. 

The ACF, it must be admitted, does consume quite a lot 
of one's leisure, but on the credit side there is the interest: 
shooting, sport, orienteering, campingand week-end training, but 
above all the knowledge that one is helping to shape the char- 
acter of our youth — all too important in this age. 

I appreciate that a letter of this nature probably falls outside 
the scope of your journal, but I sincerely trust that on this 
occasion you may be prepared to find space in your corres- 
pondence columns. 

Anyone interested can obtain further details by writing to me 
at 24 Sun Street, London EC2 or by telephoning me on o1-387 


3931 (ext. 15). 
Yours faithfully, 


J. R. MANDER, LIEUT. 


London EC2. OC, 13 CADET Coy. 


Cumbersome VAT 


SIR, — I am sorry for the pats and slaps administered to Mr 
Tutton (August 23rd issue). 

Not only does government fail to realize that “counting legs 
and dividing by four' is a cumbersome method of arriving at 
the number of sheep; it also completely misunderstands the 
problem. It is not the number of sheep we want to know, 
although it helps, but the value of the wool on their backs! 

Thirty-eight million sheep multiplied by {£500 equals 
£19,000 million. This would be the yield to government if we 
could all make the same contribution. If we cannot, or if we 
could pay more, how do we assess it? 

I suggest that neither VAT nor any other indirect tax begins 
to offer a solution to a problem of this kind. 


Yours faithfully, 


Northwood, Middlesex. D. A. TRIGWELL, F.c.a. 





JOHN FOORD 


61 QUEEN'S GARDENS, LONDON W2 3AH 


& COMPANY 


01—402 8361 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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"for the profession (‘Roundabout’, 
roth), the London Chartered Accountant 
-. Students’ Society has excercised the right - . part-time education: throughout. Students 


e 


‘London CASS Reply to. 


Ta FELT a a 
+ Pas * ` 


` 
. 
mS 


“ACCOUNTANT. 


x wf - THE 


Y 
n 
wr 
Ea 
AO, 
1 


Solomons dini 
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_Desprre Th reply by ACASS to Boran 


"aq 


academic year’s raa study. Eventually 


Solomons’: inquiry on future education full-time sandwich: „degree courses need 


July. 


of issuing its own reply to the questions 
submitted by Professor. Solomons. 
A.tinge of irritation with ACASS is 
apparent in the London CASS remark, 
“t was -unfortunate that due to. time 
pressures, the ACASS Executive was 
unable to- fully. consult its member 
societies”. The additional replies to the 
questionnaire by London CASS are, in 


to be established granting full exemption. 
- (c) Reliance should not be: placed on 


relying on evening class tuition. in. many" 
cases travel from far afield in the evening’ 
- and: retuzn home late at night after a full 
, day's work. If students studied through 
a block rélease/sandwich course some of. 
the hardships inevitable in linking full- 
time day work with evening study could | 
-bé alleviated. Correspondence ‘tuition is 

outmoded and should not be considered 


_ effect, an extension of those submitted. by ` as à viable alternative. There is no 


|. ACASS. The replies were formulated : 
"by the Society's Executive. Committee 


after discussions at meetings of. the 


Firms Representatives Committee, Re-"* 


produced below are some of Professor 


."Solornons' questions and the substance 
t pi the replies made. by London CASS. 


P Ad + 


ai edücaton 
'and training 


What.do you think is the best way to 


: relate education and training to each other? 


==: (a) Should most ‘of the theoretical in- 
^ struction precede the training period? . 

` (b) Should the two alternate by means 
ofa ‘sandwich’ arrangement? If..so, 

`, what alternating periods of work and 


` „study would you favour? | 
~ (e) Should reliance be placed: on part-" 
a time education throughout. — t.e., 


correspondence tuition, or. eveni 
classes, or part-time day: release? 


sog 


'.(a) Most of the theoretical instfuction 
should precede.the training period. It is 


= important that" at this stage the basic | 


theory of accountancy, business methods, 
control. techniques and procedures, as 
- well as civil and tax, legislation, should be | 
| studied.. a 


(b), We are in favour of thé iitroductioñ 
of a.sandwich course system and believe” 
that, as an immediate improvement, 
- ‘fixed sandwich courses lasting at least 
, Six months .should précede-each of the 
"final: qualifying examinations. More 
ces the final qualifying examinations 


: Should be merged and replaced by:a full 


- 


- ^n LI 
- r De" ~. 


intrinsic virtue in continuing a course of - 
study simultaneously with a full day's 
. work as it is so-very rarely that the two 
are. directly related. d M | 


^ 


“Training in iadustiv 


If training under articles isto continue, can 
more use be.made of « a period of di in 
industry? ~. 

"The . period of “training im industry, 
although a valuable supplement. to the 
education a. student should' receive, : 
‘ should be a mandatory part of the : 
programme. When appropriate oppor- 
‘tunities occur or.are fostered in industry, 
. then students with adequate experience’ 


“may be encouraged to take them up and 


the training contract should provide : 
for them-to be able to do so for periods of * 
up to: about one-third of the. x of 
training. - SER 

- In the De run, can à single curriculum 
serve accountants in practice, accountants 
in. industry and commerce and accountants 
: in government? If-not, how should these 
diverse needs be mei? . 

The initial qualification should be buds 


"a 


"go per” ' cent of Ho ‘total’ scheduled. 
: ~ educational programme. 


1 


Ìs training under ads T for 


industrial accountants? Do chartered ac- . 


countants do well in industry because of or 
in spite of the way they are trained? . 
We do not think that articles themselves. 


. Are necessary or helpful in the training of 


.a chartered accountant and we think that 
their usé should be discontinued. More- 
over, we do not think that the training: 
- embodied in ‘becoming a chartered. 
accountant should have as a specific 
objective the ‘production of an industrial ' 


‘accountant. However, with the experi- . 


ence a student should receive during: 
training it is to be expected that he should - 
be easily capable of carrying out the job 
of an industriak accountant. ~ 


Obviously, the overall training of a 


. chartered accountant will require supple- 


mentary training within any particular” 


industry. before its intricacies can be. 
mastered, but industrial . accountancy ` 
should’ be within the abilities of Buy 
properly trained accountant. . 


Principal/student relationship 


As an element in a chartered accountant! P» 
training, how much importance do you .. 


"attach. to the special relationship between - E 


4 


a principal and an articled clerk? Do you .. 


think that an equally good training could `; 
_ be obtained without it (cf. doctors, engineers, 
the Ormod recommendation for solicitors)? ` 


With the change ‘in the nature .of ac- 


. counting practices since articles were. 


"first conceived, we do ‘fot consider thar: 
there is a special relationship between: 
principal and articled clerk. Moreover, a. 
special” relationship between a usually 
‘ arbitrarily selected partner and an articled * 
clerk, who may have no dealings with his 
particular partner apart from annual 
interviews,, .is neither - necessary nor'. 
desirable. It is likely that a better training 
will be:obtained ifthe responsibility for 


training students lies with a person or'- 


department rather. than with a: set of 
. isolated individuals who. are unlikely 


collectively to- be as. well informed. or. 


competent. 


As a- consequence, su Doues a 


supervised - training, restrictive employ- 
-rnent under articles is unnecessary me 
 anachronistic and should be discontinued. 


enough to.serve accountants in all these". 


` fields. - After a. basic theory- órientated 
course of study-at a university" or-poly- 
‘technic, concentrating on accountancy, 
. business matters, control techniques and - 
procedures and -civil and-tax legislation, . 
options should be available to meet the — 
specialized needs of accountants serving. 
different areas. The options could “be : 


chosen from a: number ‘of. specialist . 


areas and could. absorb o 


r 


A 


Does' the profession' need a Formi ġualifi- > 
cation for a “second tier’? If so, should it 


be given by the Institute or by some other ' 


body? . 
With an increasing. number of serena 


tier groups there is a distinct case for..' 
rationalization. The second tier within thé - 
accountancy profession could be modelled . 


on the Institute of Legal Executives. 
A warning to the Institute needs to be 
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 givén ee ‘that the A. C.A. qualification 


= itself is likely to become the second tier 
.. if the educationel system is not radically 


altered. ss ceo 


| NEW PRESIDENT OF 
'J ^ BIRMINGHAM CASS. 


partner in Chalmers, Impey' & Co, is the 


new, Preden o? the Birmingham Char- ` 


tered - Accountant 


1973—74- 


ton in 1916, he was 
educated at Charter- 
B housé and Worcester 
. College; Oxford, 
subsequently serv- 
ing throughout the 
Second World War 
“in the Royal, Army 


Service "Corps, at- . 


taining the rank of captain. Admitted to 
membership of the Institute in 1947, 


“Mr Mason became a partner in -his 


- present firm late: in the same year. .- 


He is a director of a number of Mid- .. 
lands companies including Chough In- 
and Northern. 


, vestments, Midland 
Securities, Middlemores (Coventry); and 
William Newman & Sons. - 

Admitted to the Livery of the Saddlers 
Company in 7927 at the age of 21, he 
. became a member. of the court of the 
company in 197c. 

GUILDFORD BRANCH 
BARBECUE 


| . A barbecue and newly-articled ‘clerks’ - 
` social has been arranged by the Guildford 


Branch of the South Eastern CASS for 


‘Saturday, September 15th, arid will:be : 
- held at the Secretary's home, Joynings, 
- Cobham, commencing at 7.30 p.m. 


Places are limized and those wishing to 
attend should contact immediately Mrs 
Parlett, c/o-Mills Hawes Harper & Co, 
99. "High Street, Guildford. "beiephone 
Guildford 66266. 


x LEEDS DISCO : 
CASS 
attending the faur-day course in mid- 
September presented by tutors from Caer 
Rhun Hall, the Society has árranged an 
‘Acco Disco’ on” Friday, September. 14th. 
To be held at-the Parcmont Hotel, 


Park Avenue, Leeds, the disco starts: at 


8.30 p.m. and will last: until the early 
-hours of Saturdzy.: "There will be a bar 
extension." Tickets, price! 25p, -are 
available from- Robert Beattie, c/o Victor 
"Walton, Croudson & Co, Yorkshire 
QUSS East oo Leeds LS1 58]. 


E 


Students' Society: for: 


«to attend 
“Hanlon, ‘a.c.a., Secretary, Joint Tuitior 
' Committee, Sheffield and District Society 
of Chartered Accountants, 22 Norfolk 
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. -DAY- COURSES AT- - 
SHEFFIELD ` 


"MEMBERS of Sheffield CASS are remindec 


(as already announced in ‘Roundabout’ o7 


' August 23rd), that on September 21st, az ` 


Sheffield Polytechnic, there is to: be 


-a` course on . hire-purchase e branct ' 
accounts 
- Mr K. J. d'A. Mason, M.A., F.C.A., a` 


‘J. D 


o 


conducted by 


Hewitson,. A:C.A., for 


- students. For Final Part II members. 


at the same venue, Mr H. S. Anderson 


.A.C.A., will lead a one-day course or. 


ED8 .— Accounting for Inflation, anc 


. EDrzr ~ Deferred. Taxation. 
Born in Edgbas- i 


. Both coursés commence at 9.15 a.m 
and the fee foreach is 30p. Those wishing-- 
should advise Mr Noble 


Row; Sheffield Sr 2PA. 


Pd 


| SHEFFIELD’ S DISCO AND: 
CAR. TREASURE: HUNT ` 


As’ part of its policy of. Oro vidiBE E 


varied social programme, Sheffield CASE 


.are, following the success of the July discc”. * 


at Samantha's, holding another disco at . 


the. same. venue on Friday, September 
14th. 


onnee at 8 p. m. and continuing '- 


“until the carly hours, those attending can 


be: guaranteed an enjoyable “evening. 
Tickets, - price 25p, are.available from. 
Miss Coe at the Society's. offices, 22 


aoro 7 - e 
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Norfolk Row, Sheffield S1,2PA, or any 


committee member. 

The car treasure hunt takes place on 
Sunday, September 16th, and. starts at 
- 5. p.m. from the Peacock Inh, Owler 
Bar (SheTield: to Bakewell road). The 
charge is 30p per car and prizes will be 
awarded to the winning. team. . Further 
details from Miss Coe at the above 
` address. | 


ONE- DAY COURSES: : 
AT BRADFORD SA 


. As already announced in ‘Roundabout’, 
the Bradford CASS has organized a one- 
day course on estate duty and executor- 
ship law on ‘September 20th, and on the 
“following day,. a one-day ‘course on 
costing and management accountancy. 
To. be held at Bradford: Central 
- Library, the courses will be. conducted 
by: Mr David Hewitson, a.c.a. "The 
Society’s committee requests that mem- 


: bers make a note of the dates and draw 
" their aged: attention tó the courses. 


! BRADFORD ‘STOMP’ 
„ON. Friday, , September 21st, Bradford 
CASS are holding a “Society Stomp” at 
the Bradford . Amateur , Rowing . Club. 
Commencing at 8 p.m. and lasting until 
I am., the event is expected to be a 
"sell-out. Tickets, price 40p, are available 
from Michael Hill, 9-.Belmont Rise, 


-Baildon BD17 5AN.. ` o- 


| ACASS Replies to President': s 7 
Letter on Salaries 2n 


` THE letter rm Mr E. Kennett. Wright, ` 


M.A., F.C.A,, President of the ICA in 


England and Wales, to all practising 
members of the Institute concerning e 
salaries and the training contract (The 


Accountant, August 16th), has met with. 
a lukewarm: response from ACASS. ` 
In-.a statement issued last week, 


ACASS says that Mr Wright’s comments - 
are welcome in so far as they reflect a \ 
-growing awareness amongst 
‘Council members that there is a serious 
casé to be answered on the question of => 


| - THE PROFESSION — WHAT 


student accountant salary levels. . 
‘Commenting .on. Mr: Wright's hopes 
that a student will be fully aware of the 


: position in his locality before he commits 


himself to a training contract, the ACASS 
statement says that this does not neces- 
sarily lead to improvement in conditions, 


" especially in areas where many principals . 
= persist in paying below. subsistence- 
. -level salaries. ACASS wishes to see the . 


4 | 


Institute . 


- Institúte tin positive action in these 
cases — not simply expressing ape that 
members will do so. 

' The Institute's decision. to monitor 
starting salaries in the. future, con- 
finues the statement, will bring little 
comfort” to^ those students | receiving 


inadequate salaries at, present. It adds: 
- “TheACASS salary survey [‘Roundabout’, 


August 2nd] has provided detailed figures 
on current salaries at all levels oF the 


-— 


Eo qe 


FUTURE? 


_A full report of last Friday's 
. ACASS conference on "Ihe Pro-. 
- fession — What Future?” which was 
‘held at -Chartered Accountants’ 

Hall appears. on pee 294-295 of 

this i issue..- 


- 
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period of training; what is required is 
actio to assist those in real need. 
Kenneth Wright claims that he would 
"deplore the loss to the profession of a 
single recruit of the right calibre, 
because he could not afford to qualify". 
However, the salary survey shows that 
16 per cent of students are receiving a 
salary lower than the Department of 
Health and Social Security subsistence 
level of £600.’ 

ACASS goes on to say that they would 
accept Mr Wright’s claim that ‘the 
remuneration of a student should reflect 


THE: 
ACCOUNTANT 


his ability and merit’, but believe ‘that 
there should be a minimum below which 


the salary.should not fall — a minimum 


sufficient to enable an articled clerk to 
live adequately without having to rely 
on other sources of income. ACASS 
argues that this minimum should be 
£1,100 and the salary survey shows that 
three-quarters of articled clerks “are 
receiving less than this level. 

ACASS says that it rejects the argu- 
ment that the Institute is not an em- 
ployers’ representative and, therefore, 
should not become involved in the 


Ae C — 7 8317 


question of salaries paid to students. The 
Institute, declares the statement, does 
not hestitate to make regulations binding 
its members on such trade practices as 
advertising and, indeed, in its supervision 
of the training contract — 1t exercises a 
detailed control over virtually every 
other aspect: of the contract between 
employer and employee but salary levels. 
ACASS believes that the Institute should — 
recommend to its members a minimum 
salary of {1,100 per annum and will 
continue with its campaign until this 
objective is achieved. 


The Institute of Chartered Accountants 


in Ireland 


Successfui Candidates at the Summer 1973 Examinations 


Anderson, J. O. (Bangor, Co. Down) 


Beatty, C. B. (Coalisland, Co. Tyrone) 
Behan, S. P. (Lifford, Co. Donegal) 
Beirne, D. J. (Dublin) 

Britton, B. V. (Dublin) 

Byrne, K. (Dublin) 


— Cahill, P. O. (Ballina, Co. Mayo) 

: Condon, N. T. (Limerick) i 
Corcoran,.P. A. (Dublin) - 
Counthan, M. J. (Dublin) 
Coveney, N. J. (Dublin) 

Craig, B. M. (Dalkey, Co. Dublin) 
Cunningham, H. A. (Dublin) 
Cunningham, J. J. (Belfast) 


Daly, G. F. (Dublin) 


Donnelly, A. J. (Blackrock, Co. Dublin) 
pucr . (Belfast) 

Doyle, I. P . (Blackrock, Co. Dublin) 
Doyle, M. B. (Dalkey, Co. Dublin) 
Droog, H. (Limerick) 

Ducie, B. (Dublin) 

Duffy, W. B. (Derry) (Second Place) 


Earls, J. A. M CE A 
Ensor, D. W. (Dublin) 


Finney, T. N. (Carrickfergus, Co. Antrim) 
Fitzpatrick, E. O: (Killiney, Co. Dublin) 


PART IV 


Flanagan, F. G. (Dublin) 

Flanagan, W. L. (Kilkeel, Co. Down) 
Flood, M. G. (Newtownabbey, Co, Antrim) 
Foley, M. (Dublin) 

Forde, P. F. (Dublin) 


Glynn, P. D. (Kilkenny) 

Gorman, P. D. Hearne Hines: Co, Dublin) - 
Governey, D. (Dublin) 

Grant, P. D. (Monkstown, Co. Dublin) 


Hall, A. M. (Dublin) 

Hannon, D. A. (Youghal, Co. Cork) 
Hillan, J. A. (Belfast) 

Holmes, D. (Belfast) 

Holohan, E. J. Cee Co. Tipperary) 
Horlacher, K. J. (Dublin) 


Hunt, I (Belfast) (Third Place) 


Hunt, S. M. (Dublin) 
Hurley, S. A. (Cork) 
Hutchinston, C. D. (Cork) 


Jackson, S. C. (Dublin) 
Jamnagerwalla, A. Y. (Belfast) 
Tones, M. J. ( Belfast) 


Kelleher, C. T. (Dublin) 

Kelly, D. J. (Galway) 

Kennedy, J. (Belfast) (First Place and The Samuel 
Smyth Memorial Prize) 

Kenny, K. J. (Cork) 

Keogh, D. J. (Dublin) 

Kerr, P. J. (Cork) 

Kilcullen, J. C. (Naas, Co. Kildare) 

Kilkenny, O. J. (Deansgrange, Co. Dublin) 

Kingston, J. (Dublin) 


Lacey, W. A. (Limerick) 
Lawler, W. J. (Dublin) 
Ledwidge, W. M. (Dublin) 
Lonergan, R. G. (Cork) 


McCartie, B. F. (Dublin) 

McClinton, R, (Newtownabbey, Co. Antrim) 
McCormack, E. F. (Galway) 
McCullough, 'T. M. (Londonderry) 
McEvoy, M. (Glenageary, Co. Dublin) 
McGeeney, H. F. (Dublin) 

McGivern, K. J. (Belfast) 

McGowan, P. (Dublin) 

McInerney, P. J. (Tallaght, Co. Dublin) 
McLochlainn, N. (Cork) 

McQuillan, J. F. (Belfast) 

M ud, M. D. (Belfast) 

Majury, P. L. (Belfast) 

Meagher, B. M. (Dublin) 


. Murphy, K. A. (Bray, Co. Wicklow) 


Murphy, M. (Mount Merrion, Co. Dublin) 
Murphy, M. J. (Dublin) 
Murray, D. P. (Mount Merrion, Co. Dublin) 


Nagle, J. F. (Portmarnock, Co. Dublin) 
Neill, S. C. (Dublin) 

Newham, P. J. (Dublin) 

Nicol, C. R. (Carrickfergus, Co. Antrim) 
Noble, R. G. (Dublin) 

Nolan, D. P. (Tralee, Co. Kerry) 


O'Brien, D. P. M. (Dublin) 
O’Cearbhaill, B. (Sandycove, Co. Dublin) 
O'Connell, J. M. (Glounthaune, Co. Cork) 





FOR C.A. 
EXAM 
PASSES 


. DEPT AH3, TUITION HOUSE, LONDON SWI19 4DS 
(24-hour Recording Service — 01-946 1102 — 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240,000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


i 


Tel. 01-947 2211 
Prospectus only) 


Accredited by the. Council for the Á ccreditation of Correspondence Colleges 
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O E lanaghin; M II: (Waterford) "- J ES Ms ‘Rooney, M. K. (Dublin) SE Stevenion; R. J. (Baltyméná, Co. Antrim) ue 
"O'Hogan, D: F. (Blackrock, Co. Dublin) ES -. Ross ‘Murphy, J. M. (Blackrock, Co. Dublin) Ñ Sturgess, T. J. (Newtownabbey, Co. Maat 
. O'Mara, J. (Kilkenny ) Roughneen, P. W. (Castleknock, Co. Dublin). .Sugrue, P. AL (Dublin), : 
-Q'Neill, B. M. (Dulin) . ae n aa A F. (Dublin). . i : - 
0 Neill, p. F. (Dublin) zx p. A . Ryan, B I (Dublin) . l E - Tierney, N. T. (Dublin) 

O'Shea, j. G. (Limerick) : ; . Ryan, F: B. (Dublin; .. 3 Eu Thompson, E. J. (Belfast) 

-Q Sullivan, F. a tona ey Có. . ias) M us “Se (Dublin) 2 . +, Treanor, J. F. (Dun Laoghaire, Co, PU 

. O'Sullivan, P H. (Dublin) - .. Ryan, M. F. (Glenageary, -Co, Dublin)” 

i i ‘Walsh, T. R. (Dublin) | n 

: Pembroke, T. R. (Dun Laoghaire, Co. LE “Saville, H. T. (Malahide, Co. Dublin) "c Walshe, J Jf: -(Clane, Co. Kildare) — 

. Phillips, M. J. (Dublin) : Sheeran, J. M; (Dublin) : . xo cA ;^Wardrop, K. (Dublin) `”. $ . 

`~ Pierse, P. je (Tralee, Co. Kerry) age” Shelly, P. T. Pubin) - E i " Warner, S. H. (Dublin) - 

, Power, W. I. (Lurgan, € Co. Armagh)’ - . | Shortt, P. V. (Dublin 3 Wilson, .M. J. (Dublin) i 
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PROFESSIONAL NOTICES 


PANNELL FITZPATRICK & . Co and 
DICKINSON RAWLINSON & HUNTER an- 


.nounce that, with effect from October 


Ist, 1973, they are merging their practices | 
in the British Virgin Islands. The 


“combined «practice will be carried on in 


the name of PANNELL FITZPATRICK & Co - 
from the present offices of DICKINSON 
RAWLINSON & -HUNTER in the Bank of 
Nova Scotia Building, Wickham’s Cay, 
Road Town, Tortola, and the resident - 
partners will be Mr N. BARTON, F.C.A., 


“and Mr S. DICKINSON, B.A., F.C:A. 


PEAT, MARWICK, Mitemaz & Co, 
Ireland, announce that with effect from 
Monday, September roth, 1973, their 


‘new addresses in Ireland will be Harcourt 


House, Harcourt Street, Dublin 2 and 
12 South Mall, Cork. 


'! SPICER AND PEGLER.announce that in 
association with Reaps & Co of ‘Jersey 
and Guernsey, they have formed a 
partnership in the name of SPICER AND 
PEGLER which will carry on business from 
the offices of READS & Co in Jersey and 
Guernsey. 


- STOKES KENNEDY CROWLEY & Co, 
Chartered Accountants, announce that 
with effect from Monday, September 
1973, the office at 36 College 
Green, Dublin 2, will be closed and the 
practice of the firm will be carried on 


. from Harcourt House, Harcourt Street, 


Dublin 2, and 12 South Mall, Cork. 


" APPOINTMENTS 


Mr Leslie Abernethy, C.B.E., F.C.A., 

F.I.M.T.A., who retired as comptroller of 
financial services of the Greater London 
Council ón June 30th, has joined Phillips 
& Drew, stockbrokers, as a consultant; he 
will assist them in giving a fuller and 


«better service to local authorities, par- 
ticularly in the light of local government 
re-organization. - 


Mr David J. Bird, A.C.C.A., ASA, 
has become chief financial accountant E 
Reckitt and Colman Food Division. 
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COM PLETION OF VAT RETU RNS Erith and | Biggin H Hill, Add indindius the. 


^ 


Form VAT 100 has been designed’ 8o that, 


‘when it is opened out, the notes may be 
read opposite the part of thé form to~ 


which they refer. To ensure accuracy. 
and 'correctnéss, traders are strongly 


Curged to read the notes. carefully before 


completing the form. 
A common error to date has been 


"confusion between Part A of the form 


which is an. account of tax payable or 


‘repayable, and Part B which requires 


tax-exclusive values of outputs and 


inputs — including zero-rated supplies. 
-Other points to watch in completing 


VAT 100 are to leave the green areas 
blank; to write NONE against any item 
for which. there is no figure to enter; 
and to sign the form and initial any 


‘alterations which may have been made. - 


VAT returns for the period ending on 
August 31st, 1973, are due, together 
with any money payable, by September 
3oth. Returns and payments for the 
- period ending September 3oth are’ due 
by October 31st. 

The. VAT office for an area south ‘of 
the River Thames bordered by Deptford, 


‘ districts of Bexley, Woolwich, Bromley 


and Lewisham, has been removed from : 


Croydon to 85 The Walnuts, Orpington 
BRE oT'N (66 38321). 


DEPARTMENT OF TRADE 
AND INDUSTRY 
New Telephone Number : 


The telephone number of the DTPs ` 


offices at Dean Bradley House, Horse- 


ferry Road, London SW1P 2AG, is now 


OI-212 7676. i - 


- CLOSING DATE FOR BUILDING 


GRANT APPLICATIONS 


The closing date for certain applications | * 


for building grant under section 3 of the 
Local Employment Act 1972 is October 
st, 1973. Grants will not be made in 
respect -of buildings to which paragraph 
3-(3) (c) of Schedule 2 to the Industry 
Act 1972 applies unless the application is 
received by the Department of Trade and. 
Industry before October 1st, 1973. 

The building . grant scheme under 
section: 3 of the Local Employment Act 
1972 was brought to an end by the 


National Taxation €— 1973 


Several hundred registrations have. al- 
ready been received for the 23rd National 
Taxation Conference, to be held in 
Eastbourne from October 26th to 29th, 
under the chairmanship of Mr Percy F. 
Hughes, Editor of Taxation. 

Following the .opening ceremony 
and civic welcome by the, Mayor of 


‘Eastbourne, the technical programme 
will be as follows: 


Friday, October 26th: 
“The New Corso ie Tax, 
Allan Cinnamon, F.C.A. - 


rwt 


Chairman: Mr 1.. A. Mackenzie, B.A., 
C.A., Immediate Pást-President of the 
Scottish Institute. 


| by Mr, 


Saturday, October 27th: 
Brains. Trust: Questions on the law, 
practice and administration of taxation. 


Chairman: Mr J. S. Heaton, F.C.A., à 
Council member of the English Institute. 


“Estate duty planning”, by Mr F. A. 
Sherring, F.C.A. | 
Chairman: Mr C. H. Nicholson, F.C.A. 
Immediate Past President of the Irish 
Institute. E 
‘Recent Case Decisions’, by Mr J. F. 
Avery Jones, M.A., LL.B., Solicitor, 
Chairman: Mr A. W. Nelson, r.C.C.A., 
Immediate Past President, The Associa- 
. tion of Certified Accountants. 


Monday, October 26th: 
“The Finance Act 1973", by Mr E. C. 


Mead; F.C.A. on 
/ 


Chairman: Mr D. M. Arnold, F.c.a., 
President, South Eastern Society of 
" Chartered Accountants. 


“The new system of personal taxation”, 
by Mr L. A. Hall, r.c.a. ` A 
Chairman: Mr A. W. Howitt, 'M.A., 
F.C.A., F.C.M.A., Immediate Past-Presi- 
dent of The Institute of Cost and Man- 
,agement Accountants. 


The social programme will include a 
reception and cocktail party at the Grand 
Hotel on Friday evening; a civic reception 


and dance at the Winter Garden on- 


- Saturday; and a Stableford competition 
for the Taxation Challenge Cup, over the 
Royal Eastbourne Golf Club's course, on 
Sunday. Members and their, ladies are 
are also invited to attend morning service 
at Holy Trinity Parish Church on Sunday, 
October 28th. l 

Also, for the ladies, a demonstration of 


floral arrangement will be staged on. 


Saturday and a fashion show by Barker’s 


A 


of Eastbourne on Monday, both at the : 


"Grand Hotel. 


Registration forms and a list of recom- 
meńded hotels may be obtained from the 
Conference Secretary, 98 Park Street, 


. London W1Y 4BR (or-629 7888). The 


conference fee of £5 plus sop VAT for 


members and £4 plus 4op VAT for _ 


ladies and guests includes, admission 
to all conference events, and no other. 
charges will be made except for hotel 
accommodation. 


i mmn nra aa taa 
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Industry Act 1972, subject: to certain 
transitional provisions. One provision was 


that unless the application for grant was ` 


received before March 22nC, 1972, a 
contract must have been entered into 
before that date in respect of all or any 
part of the expenditure on the asset for 
which the grant may be made. 

The rules on building grant exclude 
from payment of grant any building 
which has been completed, o- occupied 
in whole or part, before the application 
for grant is received by the DTI. Ap- 
plications should be made on form LEA 
1 obtainable “rom the Department's 
regional offices. 


OCCUPATIONAL PENSION 
SCHEMES- 

Provisions of the Social Security Act 1973 
relating to occupational pensicn schemes 
and the reserve pension scheme will take 
etfect, for the most part, from April 6th, 
1375, under the terms of a comraencement 
ozder (SI 1973 No. 1433) made recently 
by the Secretary of State for Social 
Services. The order also brings into effect, 
from September 1973, a wide range of 
provisions necessary to enable the Occu- 
pational Pensions Board and the Reserve 
Pension Board to be appointed, and pre- 
paratory work carried out. 

The Act is amplified in ~egulations 
which detail the conditions fcr recogni- 


tion of occupational pension schemes; 


p-ocedures for applying for recognition 
certificates; and preservation of pension 
rights for employees who lezve service 
after April sth, 1975, but before pension 
age. 

Copies of a working guide to the Act 
and regulations, reference NP=, intended 
p-imarily for guidance of those involved 
ir setting up or administering occupa- 
tional pension schemes, will shortly be 


. available from the Occupational Pensions 


Board, Apex House, High Street, New 
Malden Surrey 101-942 8949). 


LONDON CHARTERED 
ACCOUNTANTS' TAX COURSE 
The tax implications for ind:viduals in 
respect of emigration and visizs of vary- 
irg length of tir:e abroad, and in relation 
tc immigration, return and visits to the 
UK, will be the subject of a day course 
on September 14th, organized by the 
London and Dis-rict Society of Chartered 
Accountants. Each speaker will consider 
aspects of the relevant taxation law and 
the various practical and tax planning 

points that arise. 

To be held at the Café Royzl, London 
Wi, the speakers will be Mr Peter 
Whiteman, LL.B., LL.M., Barrister, on 
‘Domicile, ordinary residence and resi- 


. dence’; Mr George Renwick, Solicitor, on 


"UK tax law generally'; Mr John Risby, 


F.C.A., 


THE 
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Arthur Andersen & Co, on 
‘Americans and others who come to the 
UK; some relevant overseas tax points’, 
and Mr Patrick Lawlor, Rio-Tinto Zinc 
Corporation, on “Transfer of employees’. 

The fee is £15-+{1-50 VAT, to include 
morning coffee, lunch, afternoon tea and 
gratuities, and applications should be 
addressed to the London and District 


Society of Chartered Accountants, $6 - 


Goswell Road, London EC1M 7AY. 


SCARBOROUGH 

RESIDENTIAL COURSE 
Once again, The Sheffield and District 
Society of Chartered Accountants and 
The Hull, East Yorkshire and Lincoln- 
shire Society are jointly arranging a three- 
day residential caurse for their respective 
members. 


The venue this year is the Royal - 


Hotel, Scarborough, and the theme will 


be the valuation, negotiation and sale o? 
the family business, and tax planning for - 


the family. The two eminent speakers 
wil be Mr Bruce Sutherland, r.c.4., 
and Mr F. Alan Bevis, M.A., LL.B., A.C.A. 

The course will assemble before lunch 
on Thursday, October 18th, and disperse 
on Saturday afternoon, 
The Vice-President of the Institute, Mr 
J. P. Grenside, F.c.a., has accepted an 
invitation to meet members socially at an 
informal dinner on the Thursday evening. 

The programme has been designed to 
be interesting for all those attending ~ 
whether from practice or from commerce 
and industry. The course fee is £30 
(plus £3. VAT) and applications, ad- 


. dressed to either Mr G. L. Stuart-Harris, 


A.C.A., 22 Norfolk Row, Sheffield S1 2PA 
or Mr J. B. Gaskill, National Provincial 
Chambers, Silver Street, Hull, should be 
submitted by September 21st. 


PORTUGAL TAX CONFERENCE 
Following last year's highly successful 
Tax Conference in Estoril, Portugal, the 
Liverpool Society of Chartered Ac- 
countants are once again going to 
Portugal for the period November 3rd to 
6th, when papers will again be presented 
by Mr K. R. Tingley, F.C.C.A., F.T.LI. 
The subjects on the first day "will be 
personal taxation, partnership and per- 
sonal tax planning, and on'the second 
day, estate duty planning and the valuation 
of shares for estate duty purposes. 

Journeys will be made from both 
Manchester and Gatwick Airports and as 
there are still a few vacancies, any char- 
tered. accountant who would care to join 
the Society's members for this overseas 
conference would be made most welcome 
and should write to the Administration 
Secretary, Liverpool Society of Chartered 
Accountants, c/o Library, 5 Fenwick 
Street, Liverpool 2. : 


October 20th. ' 


- 
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ACCOUNTANCY FOR 
SCIENTISTS 


The accounting cycle of ar enterprise, 
and some of the concepts in cost ac- 
counting, are featured in the syllabus 
on the economic aspects of pollution 
control in a new postgraduate Diploma 
in Pollution Control offered by the 
Polytechnic of North London. 

This one-year course is designed for 
Science graduates working in industry, 
research, or government agencies. Mainly, 
the biological and chemical aspects of 
pollution will be dealt with, but archi- 
tecture, economics, geography and law 
are included in order to develop an 
understanding of the multi-dimensional 
problems connected with management 
of total environment. 

In his personal capacity, Mr A. C. 
Osman, M.A., M.SC., tutor of the economics 
section, is requesting accountants or 
managers who would like: to contribute 
material on this course based on their 
own experience in environmental man- 
agement to contact him at Department of 
Professional Studies, 62-66 Highbury 
Grove, London Ns. 


.NEW HANDBOOK FOR 
EXPORTERS 


The British Overseas Trade Board has 
published a 1973 edition of its Export 
Handbook for British firms trading abroad. 
The book has been brought up to date in 
its description of all government services 
available for exporters, together with 
mention of private agencies, many useful 
addresses and a long bibliography. 

It can be had free of charge from the 
Board's headquarters at 1 Victoria Street, 
London SW (o1-222 7877), or from any 


regional office of the Department of 


Trade and Industry. 
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LAW STATIONERS 1 

COMPANY PRINTERS In need 

COMPANY AGENTS 


Draft Memorandum and Articles — 
supplied by return of post 
Company Seals and Books 
Notepaper, Bills, etc., printed 
Rubber Stamps 

All office requisites 


READY-MADE COMPANIES 


LEWIS, COATES & LUCAS LTD 





(with a little help from you). 


LI 


inclusive 





38/40 FEATHERSTONE Aeon 


LONDON EC1 | . Help Now! Donations to:- 
NATIONAL CHILDREN'S HOME 


01-253 2977/8/9 and Telex 262687 | 85 HIGHBURY PARK, LONDON N5 1UD. 
01-251 0344 (7 lines) — | PY 








THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


| was established in 1942 to provide a professional organization for accountants and financial executives || 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business : his function is to devise systems for recording; analysing and presenting the information 
which management requires if it i$ to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8 
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hase III Prospects 


T is unlikely that any of the participants in the forth- 
coming Phase III discussions actually believe that they 
ill prove successful, At best, they share a common desire 
ot to be regarded by the public as having precipitated 
e breakdown of discussions. Possibly the gravity 
f the economic situation will impress itself sufficiently upon 
1e disputants for sanity to prevail; but nothing said at 
se recent TUC annual conference suggests such a view is 
ell founded, and it seems inevitable that Mr Heath will 
ave to impose, as far as he can, his own policy. 

In one respect, at least, Mr Heath has made up his mind: 
1e present expansion of the UK economy, despite warning 
gnals from the exchange markets, the balance of payments 
nd the state of the labour market, will be continued. As a 
sychological measure to encourage business opinion, it has 
xgic; unfortunately, at the moment one has to look very 
ard indeed within the City, the stock-markets, in industry 
r in trade, to find men who believe that the Prime 
Xinister's policy will pay off. 

One does not need to be a prophet of gloom to ask 
;hether the deterioration in the current external account 
ill continue. The latest Pink Book, United Kingdom 
alance of Payments 1973 (HMSO, gop) reminds us that 
xternal account surpluses in the years 1909—72 inclusive 
vere £445, £692, £1,061 and £83 million. Estimates are 
lways uncertain, but the deficit for 1973 cannot be far 
hort of £1,000 million. 

This massive turn-round in the external account is easily 
xplained; despite a considerable increase in exports, the 
enefit therefrom has been completely wiped out by the 
ise in the cost of imports. It is not so easy, however, to 
lecide what can be done to offset the consequences of such 
in adverse movement in the terms of trade. 

In theory, the UK could limit its imports of manu- 
actured goods, particularly consumer durables which have 
ásen as the result of rising consumption. Unfortunately, it 
s difficult to believe that such action would be disregarded 
y other countries. For a country such as the UK, so 
lesperate to increase its exports, the risks of retaliatory 
iction cannot be courted lightly. 


Alternatively, the Government could cut back its own 
expenditure. It is hardly a matter for debate that control 
over the money supply was lost once Mr Barber accepted 
the borrowing requirement imposed by the 1973 Budget 
deficit. The question is, just what parts of public sector 
expenditure can the Government cut? 

It would be as feasible from the economic point of view to 
reduce private consumption expenditure and thereby cut 
back the demand for foreign consumer durables, thus 
reducing imports and freeing resources for exports. Here 
again, with labour already complaining bitterly about 
rising prices, a fiscal policy which would cut take-home pay 
or reduce its purchasing power is hardly a practicable 
proposition. 

Despite rising output and increasing profits, industry is 
far from happy with the present situation where labour 
shortages impose constraints upon expansion. It was 
inevitable that Mr Heath should have stressed the need to 
re-train labour, to utilize more female labour and to go into 
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but also the holiday months are a 


There have been indications of a 


issues. This was the view expressed 
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"4 the areas of high unemployment; anything, in fact, short depreciation, the British Government propose to renew 
E of bidding up the price of the available labour to ‘poach these guarantees for another six months. This is sensible 
He other firms” workers. That really would destroy the last enough, but the real question is whether holders of sterling 
E hopes of Phase III containing the inflationary forces. will continue to believe in sterling in the longer run. If 
E In recent articles in The Times, Messrs Wynne Godley Phase III suddenly collapses with further labour disputes, 
E" and Francis Cripps have advocated a forced increase in then no level of interest rates will persuade overseas 
E personal savings by limiting hire-purchase and credit governments to hold sterling indefinitely. A further sharp 
po facilities generally. In economic terms this is sound, but fall in the sterling exchange rate could raise import costs 
E it would serve too strongly as a reminder of the days of still more, whereupon Britain would be well set for a new 
d 'stop-go'; likewise, another suggestion by the same authors phase of inflation which would make her look like just 
A that the increasing profits should be diverted from share- another banana republic. 

Mc holders by higher taxes may have some appeal to the trade No doubt there is some truth in the assertion that the 
E unions, but is unlikely to do anything to stimulate the mood inability of government to overcome the ignorance and 
E of the stock-markets or business confidence in general. apathy of the public towards economic matters in general, 
5 As for the future of sterling, that is almost too depressing and the greed of sectional interests in particular, is inherent 
ES to contemplate. With the expiration of the existing sterling in any democratic system. ‘There is too little awareness of 
E agreements, whereby the old Sterling Area territories agree the fact that it is not just our relative living standards which 
ae to continue to hold their sterling balances given a UK are in danger of decline; rather it is the British way of life 
E government guarantee of indemnity against long-term which is at risk. And that is what Phase III is all about. 

fe 

E E Leach, C.B.E., F.C.A., Chairman of the 
E. inflation Impasse ASSC, has been quoted as saying 
EC that 'the urgent need for inflation 
E accounting remains unchanged'; and, 

E OME seven weeks after the an- that time evolved its own specific as we said in editorial comment 
E nouncement of the Government's counter-inflation policies is scarcely a on August 2nd, the problem is too 

2 intention to set up its own inquiry into sufficient reason for its own inaction immediate and important, and has 

E: inflation accounting (The Accountant, until now — or, as many accountants been too long neglected in the past, 

E August 2nd), no information is forth- think, for expecting the ASSC to for it to be placed in a state of sus- 

$ coming of the committees member- shelve indefinitely the fruits of its own pension for an unknown period. 

É ship, its terms of reference or when  deliberations. The ASSC, it goes without saying, 

f it is likely to report. Meanwhile, the Official pressure on the ASSC not is not seeking a deliberate confronta- 

s ASSC met this week to consider an to commit itself to decisive action in tion with the Government or the DTI, 

E agenda which is known to have in- advance of the Government inquiry and has been placed in its present 

E cluded comments received during the may be inspired, it has been suggested, situation by events outside its own 

BY six-month exposure period of EDS, by several considerations — including control. It should be no less obvious, 

= and in the knowledge that the Depart- the fear that widespread adoption of to coin a metaphor, that one cannot 

y ment of Trade and Industry would the principles of ED8 might lead to cure a fever by banning the timely use 

5 hardly welcome any attempt by the official ‘respectability’ for inflation, of thermometers. 

& profession to “go it alone' in formula- and to mounting pressure for in- 

E tion of definitive standards of practice. flation-adjusted (and generally lower) Board Room or 

f Timing of the Government an- profit figures to be accepted for tax Club H 

= nouncement — at the very end of a purposes. The Government is also u ouse? 

: Parliamentary session, and the start believed to be looking very narrowly PPOINTMENT of worker-direc- 

; of the holiday season — has already at the proposed use of the single retail tors to the board of British com- 

à provoked strong criticism from ac- price index as an adjustment factor, panies could lead to other directors 

E countants; not only has any oppor- and at the case — also argued in our using the club or the golf course 

E tunity for effective debate of the own columns - for use of replacement instead of the boardroom as the venue 

—— Government's intentions been denied, cost accounting. for discussion and settlement of policy 


notoriously bad time to attempt re- 
cruitment of candidates of sufficient 
standing to serve on such an inquiry. 

The DTI and the Inland Revenue 
have been kept informed of ASSC 
thinking on inflation accounting during 
the past two years” debate, and the 
fact that the Government had not at 


quite substantial response to the 
exposure of ED8; the preponderance 
of opinion favouring some form of 
inflation accounting, though with a 
significant minority favouring other 
methods of adjustment — particularly 
replacement cost — as an alternative 
to the retail price index. Sir Ronald 


recently by Mr John Phillips, O.B.E., 
LL.M., F.C.I.S., Secretary of the Insti- 
tute of Chartered Secretaries and 
Administrators, who described it as 
‘an unsatisfactory way of managing 
British companies’. 

Mr Phillips continued: “What is 
needed in Britain is the substance 
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1d not the mere form, of involvement 
f the workpeople in the policies and 
bjectives of the company. This, we 
elieve, is more likely to be achieved 
y proper — indeed, if necessary, 
tatutory — arrangements for full 
onsultation at board level between 
aanagement and workers. 

“But consultation does not mean 
hat there should be worker-directors. 
Norker representation on the board 
night embarrass the workers' repre- 
entatives in discharge of their true 
egotiating function.’ 

There had been special national 
'easons in Germany for adoption of 
the two-tier board system, he added, 
but it did not follow that the system 
was suitable or desirable for British 
conditions. Mr Phillips was speaking 
at the annual dinner of the Wessex 
branch of the CIS. 


Association's 
Examination Results 


ESULTS of the June examina- 

tions of The Association of Certi- 
fied Accountants, just published, show 
that 6,316 candidates of a total entry 
of 20,822 were successful in the part 
for which they entered — an overall 
pass percentage of 30:3 per cent. The 
highest failure rate in any part was in 
Section 4, in which only 939 out of 
3,658 candidates — 25:7 per cent — 
were successful. 

The first place and prize in Section 
5 has been awarded to Mr P. J. Berry, 
of Hove, with Mr P. L. Milner (Hull) 
in second place, and Mrs M. J. Nisbett 
(Glasgow) third. Other honours in- 
clude: 

Section 4 

1 Mr J. L. M. Ryan (Dublin). 

2. Mr R. G. Telfer (Newcastle upon 
Tyne). 

3. Mr U. S. Jain (Glasgow). 

Section 3 

1. Mr B. J. Hazel (London) and Mr 
M. H. Simmons (Birmingham), 
equal. 

3. Mr D. Wignall (Norwich) and 
Mr D. S. Thakur (Lusaka), 
equal. 

Continuing low pass rates in these 
examinations are known to be a cause 
of some concern to the Association’s 
Council, and have several times formed 
a subject of particular reference in 
successive Presidential addresses at 
annual meetings. 


ACCOUNTANT 


New President 
for IMC 


PRESEN" of the Institute of 
Management Consultants for 1973- 
74 is Mr Brian Maynard, M.A., F.C.A., 
F.C.M.A., F.I.M.C., of the firm of 
Coopers & Lybrand and their as- 
sociated management consultancy 
practice. 

Mr Maynard, a Council member 
of The Institute of Chartered Accoun- 
tants in England and Wales, is also 
a Vice-President of the European 
Federation of Management Consul- 
tants Associations and was Chairman 
of the Management Consultants As- 
sociation in 1970-71. 

Foundations of the IMC, Mr 
Maynard claimed this week, had now 
been strongly established, and the 
Institute had a highly qualified mem- 
bership of some 2,500 — most of whom 
were either members of the older- 
established professions or specialists 
in such newer fields as operations 


> -3€ 
^ > 


TE AAA ANA "UE TIA Fi C TE 
"GN EP O e ea ; ERY de E e E E Sy ezr - Y —- qme y^ 
URDTOBRIONSRAMRESSEEUSUCONENVUTM TEUER m 
È "Le y as mp ^ 5 z E - " > 7 


> "ts. ftv 





Mr B. A. Maynard 


research. Establishment of the In- 
stitute in 1962 had been an important 
‘frst for the UK, and had been 
followed by the creation of similar 
bodies in the USA, Canada, Australia, 
New Zealand, South Africa and 
Europe. 

Management consultants are facing 


A A ee 


Doubts on 'Insider' Proposals 


pros in the Government's 
White Paper on company law re- 
form (Cmnd 5391, The Accountant, 
August 2nd) to control ‘warehousing’ 
and insider dealing are criticised in a 
recent letter from the Council of ‘The 
Stock Exchange to the Department of 
Trade and Industry. 

On ‘warehousing’, the Council 
questions whether the Government's 
proposals would be sufficient to achieve 
the desired result, and recommends 
instead that an attempt should be 
made to introduce the concept of 
‘acting in concert’ as set out in a 
previous memorandum from the Ex- 
change (reproduced in The Accountant 
for June 14th). The proposals would 
also restrict, in their present form, the 
freedom of Stock Exchange jobbing 
firms to ‘make a market’, and the 
Council has therefore requested a 
specific exemption for stockjobbers 
acting in the normal course of their 
business. 

The White Paper also proposes that 
major shareholders should be included 
in the definition of an ‘insider’. The 
Stock Exchange Council has pointed 
out in reply to this that a substantial 
shareholder will not, for that reason 


alone, be in possession of confidential 
information; indeed, Exchange re- 
quirements prohibit the disclosure to 
individual members of information 
about the company's affairs which is 
not released to the general body of 
shareholders. So far as professional 
advisers are concerned, it is recom- 
mended that they should be treated as 
‘insiders’ only where they have had 
access to confidential information 
within a specified period. 
Comment from the Institute of 
Directors agrees that insider dealing 
should be made a criminal offence, but 
adds that “if this crime is not very 
clearly defined, it could discourage 
normal and honest transactions by 
directors and executives in their own 
companies’ shares’. There is the fur- 
ther point that, because of the com- 
plexities of companies' organization 
today, by no means all directors are 


equally aware of price-sensitive infor- 


mation. 

Both the Institute of Directors and 
the Stock Exchange doubt the practic- 
ability of civil actions for compensa- 
tion in respect of insider dealing, due 
to the difficulty of positively identi- 
fying the other party as an insider. 
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a problem with which the accountancy 
profession is also familiar, in that 
exploratory conversations between the 
IMC and MCA have failed to establish 
a basis for integration of the two 
bodies. Mr Maynard said, however, 
that these talks had been most helpful 
in ‘clearing the air’; there was clearly 
scope for closer co-operation in the 
public interest and for continuing 
development of the profession, and he 
intended to do his best to achieve that 
co-operation. 


Inspectors for 
Hilton Transport 


[''SPECTORS have been appointed 
by the Department of Trade and 
Industry, under powers contained in 
section 165 of the Companies Act 
1948, to investigate the affairs of 
Hilton Transport Services. The in- 
spectors were named this week as 
Mr Benet Hytner, Q.c. and Mr I. A. N. 
Irvine, B.SC.(ECON.), F.C.A., of Touche 
Ross & Co. 

Hilton Transport, which formed the 
subject of a take-over in 1971, had its 
Stock Exchange quotation suspended 
in July 1972, after the auditors had 
reported a substantial overstatement 
of profits. The present chairman, Mr 
J. McNaughton, is reported as saying 
that a DTI investigation had been 
under consideration for some time, 
and he had expected it. 


UEC Audit Committee 
Prepares for Madrid 
N[EXT month's UEC Congress in 
Madrid (The Accountant, March 
29th) is seen as of particular signific- 
ance to the Union's auditing commit- 
tee, which has been divided into two 


sub-committees to carry out the essen- 


tial professional work. 'l'he first, which 
has been considering the presentation 
and audit of group accounts, hopes to 
submit their conclusions to the Madrid 
congress for consideration. 

The second sub-committee has 
made considerable progress, but even 
in 1970, when some of its work was 
before the plenary session, it was felt 
that part of the handbook it produced 
did not come up to present day re- 
quirements and was out of date. 
Accordingly this has been completely 
revised, and was approved by the whole 
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committee in September 1972. The 
third edition of the handbook, The 
Audit of Balance Sheets, has now 
reached the stage when it will be 
ready for the Madrid congress. It has 
been thoroughly revised and the 
lay-out modernized, and now includes 
not only Continental European but 
also Anglo-Saxon auditing principles 
and practice. Innumerable individual 
problems have been solved in a 
remarkable way, resulting in an agreed 
text. 

On the personal side, Professor Dr 
Ernst Brossard has been chairman of 
the auditing committee — the only 
committee with a Swiss chairman — 
since the establishment of the UEC 
in 1953. His professional activities 
and gift of leadership led to the 
Council of the UEC referring to it as 
‘the model committee’. Now, after 
20 years, Professor Brossard has 
announced that he will resign at the 
Madrid congress. 

Writing recently in Der Schweizer 
Treuhánder, Mr W. Dober, who has 
long been associated with Professor 
Brossard, says that his services have 
earned the gratitude of countless 
professional colleagues. His work will 
endure in the books that will be 
published. 


Netherlands Research 
Institute Proposed 


CONSTANT measure of agree- 
ment has been reached between 
five universities in the Netherlands 
and the Nederlands Instituut van 
Registeraccountants on the foundation 
of an inter-university institute for 
promoting and co-ordinating ac- 
counting research and education. 

Following the initiative of the 
University of Amsterdam, the other 
participating bodies agreed to the 
establishment of a joint committee 
which has drafted a constitution for the 
projected new institute and formulated 
proposals for a research programme. 
These are stated to include the signifi- 
cance of the auditors’ report, annual 
reports and accounts, audit implica- 
tions of EDP, and management in- 
formation systems. 

The new institute’s principal areas 
of activity, if the drafting committee’s 
recommendations are accepted, are 
likely to include the promotion, per- 
formance and co-ordination of ac- 
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counting research; promotion of 
professional and post-qualifying edu- 
cation; and scientific publications in 
the field of accountancy. Its projected 
title is the ‘Limperg Institute”, after 
the doyen of the profession in the 
Netherlands. 


Canadian Institute's 
New Director 


p new Executive Director of the 
Canadian Institute of Chartered 
Accountants has been named as Mr 
Kenneth C. Fincham, B.COMM., F.C.A. 
He succeeds Mr R. D. Thomas, 
M.B.A., B.COM., F.C.A., who earlier in 
the year accepted the appointment of 
General Director of Research (The 
Accountant, May 31st). 

Mr Fincham, previously Director- 
General of the Audit Services Bureau 
of the Canadian Government's De- 
partment of Supply and Service, will 
be taking up his new duties this 
month. A graduate of McGill Univer- 
sity, he qualified as a member of the 
Quebec Institute in 1953, winning the 
Lieutenant-Governor's Silver Medal. 
He was assistant controller of the 
Canadian National Railways from 1956 
to 1963, and from 1963 to 1969 was in 
practice as a partner in Touche Ross 
& Co. 

Welcoming his successor, Mr 
Thomas said recently that “the Insti- 
tute is very fortunate in getting 
someone of his ability and experience 
in what, I will admit, has been (and 
will continue to be) a challenging, 
sometimes frustrating and yet always 
rewarding job'. 


Harkness 
Fellowships 1974 


JURE BEES of recognized  ac- 
countancy bodies in the United 
Kingdom are eligible to apply for one 
of the 20 Harkness F ellowships, 
offered annually to UK candidates 
for study and travel in the United 
States for a period of from r2 to 21 
months. 

The competition for these awards, 
it is officially stated, “is intense, and 
only those with outstanding records 
will be considered'. Candidates should 
be 21 and not over 30 years of age on 
September rst, 1974, and in posses- 
sion of a university degree or equiva- 
lent professional qualification, or an 
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Now! A new development of Build-up House Purchase: 


Legal & General's 
Low-start Build-up 
House Purchase 


Pian 


With premiums reduced in the first 5 years 


With Low-start Build-up, you can offer 
your clients all the advantages of the Premium in year one: £7.70 per mth 
normal Build-up plan for the repayment 
ofa Building Society mortgage — but with Until the maximum rate of £15.40 per mth 
an exciting new feature: low premiums is reached in year six. 
during the first five years! Real financial 
help at a time when people need 1t most— 
especially young people who are buying a 
house for the first time. 

Premiums start low in year one. They 
then increase by !4t^ on each policy 
anniversary for five years—so the 
maximum rate is reached only in year six. 














Annual increases for 5 years £1.54 per mth 





You can see how attractive Low-start 
Build-up will be to clients on limited 
budgets faced with the initial expenses 
of setting up house. 

Low-start Build-up is totally exclusive 
to Legal & General—no other insurer can 
Look at this example for a man offer you this plan or anything like it. 


'To find out more, please ring 
aged 25 next birthday, with your L&G inspector or nearest 
a mortgage of £7,000 over a 

Sales Office. 
25-year term: usi 


Legal & 


General 













. £1,400m 
COMe on in worth of "30008 
investment 
experience 








OVERSEAS FIXED 
INVESTMENTS INTEREST 





MORTGAGES 


THE 


ACCOUNTANT September 13th, 1973 





Group 3 Payments 
must be made 
by 30 September 


Tax return Form VAT 100 for 
registered traders who are in “Group 3” (tax 
period ended 31 August) must be sent to 
Customs and Excise by 30 September. 

This will be the last of the three 
Groups to make the initial quarterly return. 
The cycle will be repeated again from 
October when the Groups begin making 
their second quarterly returns. Group 1 in 
October, Group 2 in November and Group 
3 1n December. 

Itisin everyone's interest that as this 
pattern continues delays should not build up. 

Failing punctual submission of 
returns and payment of tax due, 
Customs and Excise will, after one 
reminder, make estimated assessments 
of tax. This means extra work for 
everyone. 

You can help both your clients and 
yourself to avoid unnecessary work by 
making sure that they continue to send in 
their returns on time. 
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tstanding record of achievement in 
e creative arts. 
Established in the State of New 
zrk from the estates of Mrs S. V. 
arkness and Mr and Mrs Edward $. 
arkness, the aim of the fellowships is 
promote international understand- 
g through the provision of inter- 
itional opportunities for education 
id travel to young men and women 
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must have obtained their secondary 
and further education (or approved 
professional experience) substantially 
in the UK, and have not lived in the 
USA for more than six months between 
their rgth birthday and September 
rst, 1974. Holders of a fellowship 
will be required to return to their 
home country on expiry of their 
tenure, and to report on their ex- 
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date who has passed his 26th birthday 
on September rst, 1974, in addition 
to return fares to the USA; family 
allowance; travel, tuition and re- 
search expenses; and health insurance. 

The closing date for receipt of 
applications in the UK will be 
October 24th, and interviews will be 
conducted in London in January 
1974. Full details and application 


' character and ability. The awards 
e subject to strict residence con- 
tions — in particular, that candidates 


periences in the United States. 
Emoluments of the fellowships are 
$300 per month, or $350 to a candi- 


forms are available from Harkness 
House, 38 Upper Brook Street, Lon- 
don W1Y 1PE (01-629 2232). 





HIS IS MY LIFE 


The Higher 
the Fewer 


by An Industrious Accountant 


HE chairman sat back and asked me who was my 

nominated successor, just in case of injury or sudden 
bsenteeism and so on. One never knows, you know, he 
miled; ‘be prepared” was his motto. 

Nobody had ever been nominated, I answered; he tut- 
utted somewhat, whereupon with some satisfaction I gave 
rim both barrels. His co-directors had always refused to 
sanction a crown prince. 

His predecessor, in fact, had unleashed some amateur 
psychology to justify his decision; specified stand-ins 
caused trouble, he pontificated. Appoint Cuthbert as the 
pick of your subordinates, and what happens? 
Cholmondely’s pride is hurt and he resigns; Charles sulks 
in his tent and demoralizes his section; Clarence waxes 
sarcastic and annoys Cuthbert, who promptly becomes 
aggressive and gets everybody’s back up. 

The managing director had supported our erstwhile 
Old Man with his usual brand of plausible but short- 
sighted logic. Naming a successor would mean skin and 
hair flying in the sales section, he remonstrated; our 
salesmen, invariably born power-hungry, devious, jealous 
and junta-minded, would demand a similar appointment in 
their own organization. They’d send deputations with 
conflicting claims, induce our bigger customers to lobby 
for their various favourites, become obstreperous over 
their tankards in the Red Lion, and let the whole gossipy 
community in on our confidential business. 

Prinny grumbled that the chap selected would want 
an increment for extra status and responsibility, thus 
causing havoc in the company’s hard-fought union negoti- 
ations. Anyhow, why all the hurry? The chap might get 


knocked down by a bus, and we'd have to start the whole 
argumentative rigmarole all over again. 

My problem lay in my need for a trusty and reliable 
second opinion beside me. Sometimes high-level problems 
erupt. They can't be broadcast, or even be whispered in a 
hopefully discreet group, but two heads are better than one 
when seeking solutions to hair-whitening administrative 
problems. Indeed, many an innocuous-seeming paragraph 
in the minute-book covers, like charity, a multitude of 
unmentionable enormities. 

Perhaps I could have reacted much more efficiently 
with a sage counsellor to review that excessive canteen 
food-poisoning claim; or the squabble over share options 
for middle-level executives; or the MD's demand for a 
revised service contract; or the internal auditor's libellous 
memo about the over-run on Prinny's entertainment 
allowance, or... 

‘Leave it be’, said the chairman cheerfully ; ‘one is enough 
at your level. Time enough to pick a replacement when you 
slip up.’ 
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Solving Tomorrow's 
Accounting Problems 


ICMA Looks to the Future 


EMBERS of The Institute of Cost 

and Management Accountants as- 
sembled this week at St Catharine's 
College, Cambridge, for their 24th 
annual summer school — this year on the 
theme of 'Solving Tomorrow's Account- 
ing Problems'. These, the programme 
made clear, were likely to include in- 
flation, taxation, merger accounting and 
implications of EEC membership. 

Immediately following the formal 
opening, the President, Mr C. A, 
Herring, B.SC.(ECON.), F.C.M.A., J.DIP.M.A., 
gave his own paper on "Tomorrow's 
problems'. Economic policies since the 
Second World War, he suggested, had 
been directed to the four main objectives 
of full employment, price stability, 
economic growth and a satisfactory 
balance of payments; he thought it 
worth while to examine and define each 
of these in turn. 

An unemployment rate of zero was 
unattainable in practical terms, but the 
low levels of unemployment which had 
persisted in recent years contrasted with 
the appalling experience of the 1930s, 
when as many as one worker in every 
five might be unemployed. However, 
the hypothesis that a low rate of unem- 
ployment led to rapid inflation was 
likely to lead governments to make some 
compromise between the conflicting de- 
mands of full employment and price 
stability. 


Declining pound 


Avoiding inflation, or a decline in the 
value of the £, had been a goal of govern- 
ment policy for a long time. Internally, 
inflation had led in our own time to an 
arbitrary and uncontrollable redistri- 
bution of incomes and wealth — par- 
ticularly at the expense of retirement 
pensioners; externally, it had an adverse 
effect on export prices and on the balance 
of payments. 'T'he President differentiated 
between the twin phenomena of demand- 
pull and cost-push inflation, but sug- 
gested that in practice both forms tended 
to co-exist, the one feeding the other. 
‘Stagflation’ — inflation within a stagnant 
economy — had been a significant feature 


of the UK in recent years, with em- 
ployment and output falling while prices 
and wages rose. 

"Growth policies”, since the early 
1960s had come to mean more than 
maintaining demand (for the sake of 
full employment) at a level to match an 
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increasing productive capacity. 'T'he econ- 
omist's usual concept of growth was in 
terms of percentage increase in GNP 
on a constant price basis and — short of a 
change in the human trait of always 
wanting more — a larger national cake 
became the only way of giving evervone 
a larger slice. He thought it worth 
emphasizing that economic growth was 
the policy variable about which — despite 
a great deal of study — the least was 
known; governments were not able to 
adjust the growth rate as readily as, say, 
the unemployment rate. 
The economic cycle of ‘stop-go’ was not 
a new problem, and its normal duration 
of five years had tended to coincide with 
the interval between successive general 
elections! Expansion of the economy was 
brought about usually by official en- 
couragement in the form of lower 
interest rates, easing credit restrictions 
and reducing taxes — reviving pur- 
chasing power and profitability, but 
also creating a climate favourable to 
increased wage demands and thus creat- 
ing an inflationary spiral. Inflation at 
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home prejudiced the UK’s position in 
overseas markets while at the same time 
creating an attractive market in the UK 
for foreign suppliers; thus, when con- 
fronted with an adverse balance of trade, 
governments tended to brake consumer 
expenditure by restricting credit and 
imposing higher taxes. 

The President also mentioned the 
contribution to inflation made by inter- 
national monetary problems. Introduc- 
tion of floating exchange rates, in an 
attempt to stop large currency flows from 
one market to another, had been fol- 
lowed by depreciation of the £, in 
relation to other trading currencies, by 
between 12 and 18 per cent. This had 
led to a sharp increase in world com- 
modity prices in sterling terms, creating 
new problems which had not hitherto 
been experienced as part of the traditional 
economic cycle. 

Present policies of tackling inflation by 
increasing growth and at the same time 
resorting to statutory control of prices 
and incomes represented a reversal of 
traditional economic theory. So far, the 
only signs of deflation to be observed 
were the changes in government spending 
and in interest rates. 


Management accounting 
for inflation 


On Tuesday morning, one of Mr 
Herring’s predecessors in the Chair, 
Mr J. P. Wilson, F.C.M.A., F.C.LS., out- 
lined the role of management accounting 
to cope with inflation. Inflation, he said, 
was not necessarily a danger to the 
individual business; but there was a 
general danger of historical accounting 
conveying misleading information in 
several respects — overstatement of real 
profit, understatement of net worth, 
erosion of capital and an insufficiency 
of liquid resources. 

‘It is necessary’, Mr Wilson argued, 
‘to prepare accounts in real terms, that 
is of purchasing power. The profit and 
loss account should show the gain or 
loss of purchasing power during the 
period, and the balance sheet the pur- 
chasing power value of the assets and 
liabilities’. He saw the only practicable 
means of achieving this as carrying out 
the primary accounting processes in 
historical terms, with purchasing power 
figures subsequently determined by ad- 
justment of the historical figures. 

He compared the alternative means of 
measuring inflationary effects between 
the historical transaction and the date 
of the accounts as offered by a single 
general price index, specific price in- 
dices, prices of primary commodities 
and professional valuation. He showed 
himself critical of the ASSC's proposals 
in EDS (The Accountant, January 18th); 
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> of the single index of consumer prices 
s open to the objection that the 
ulting figures were meaningless in 
t showing the true results and position 
terms of current purchasing power. 
placement cost accounting was claimed 

show the true worth of the net 
igible assets, and this information could 
t be provided by application of a 
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ngle index. He produced as an appendix 
) his paper an example of results com- 
uted in terms of CPP by use of a 
umber of specific indices in preference 
; the single index advocated in EDS; 
1e procedure, he said, would be the 
ime, but the amounts of the adjust- 
wnts and the final CPP figures would 
iffer. 

Management had a general responsi- 
ility to keep shareholders truthfully 
aformed, and he thought this was 
iarticularly important in two respects — 
o know the real worth of the business 
n current terms, and to demonstrate 
eal profit in relation to real capital 
mployed in CPP. 


differential indices 


n considering management account- 
ng rather than shareholder reporting, 
he need to recognize the effects of 
nflation did not change the principle 
hat management accounting must be 
ipposite to its intended purpose. This 
inciple would entail, for instance, the 
1se of differential indices of purchasing 
jower and — since management ac- 
counting provides figures for the future 
is well as for the past — forecasting of 
rates of inflation applicable to future 
years. Certain traditions of accountancy 
might be questioned, in particular that a 
sale or purchase was not recorded in the 
accounts until the goods were despatched 
or received; he thought that the com- 
mitment represented by the order was 
in fact the significant event. 

It was, however, in the field of capital 
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investment that inflation probably made 
its greatest impact. Here Mr Wilson 
emphasized the importance of taking into 
account all relevant factors, including 
inflation, in project evaluation, and 
demonstrated formulae converting cur- 
rent rates of return to those anticipated 
after allowing for inflation. Extension of 
the DCF technique to include these 
formulae had the effect of showing the 
true return on investment after providing 
for replacement of assets at their ultimate 
estimated replacement cost. 


Responsibilities 

He concluded that under present con- 
ditions the accountant had a responsi- 
bility to secure ‘the wide adoption of 
accounting for inflation, so that costs and 
selling prices are not understated, and 
industry does not anywhere in its ig- 
norance eat into its own capital'. He was 
afraid that some managements would 
continue to put the best face on their 
‘fools’ paradise’ engendered by historical 
accounting, especially if the ASSC 
failed in its attempt to make the pro- 
fession adopt the principle of inflation 
accounting. Credit was due to those 
managements presenting realistic costs 
and profits in terms of purchasing power. 

He did not underestimate the practical 
difficulties of legislative price control, 
but thought it unfortunate that the 
Government’s action should impede the 
adoption of improved accounting 
methods. 

The third paper, by Mr M. W. 
Burrell, B.A., of Lazard Brothers, took 
members of the school through the 
course of a typical take-over situation. 
Employment of a merchant banker in 
such circumstances, he said, relieved 
principals from the burden of negotiating 
while at the same time enabling them to 
profit by the banker’s expertise and 
detailed knowledge of the City Code, 
Stock Exchange requirements and com- 
pany law. 

The approach to a take-over and the 
tactics to be employed differed signi- 
ficantly as between an agreed merger 
and a contested bid. In the former case 
the merger might take the form of an 
offer by one party to the other, with 
a possible change of name; an offer by a 
holding company for both parties; or a 
scheme of arrangement under section 206 
of the Companies Act 1948. Distribution 
of the equity in the merged business was 
likely to be controlled by the prospective 
level of earnings to be contributed by 
each party, and the need to maintain 
individual shareholders’ income. Con- 
siderations in a contested bid included the 
purchase of shares in the target com- 
pany; importance of secrecy; type of 
consideration to be offered; the possibility 
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of a counter-bid; and, in the last resort, 
judgement of when to withdraw from a 
contest. | 

Assessment of the price of a target 
company's shares depended upon a 
number of variable factors in the in- 
dividual case. Among those mentioned 
by Mr Burrell were the amount of any 
premium to be offered over the current 
market price; the price-earnings ratio in 
relation both to the bidding company 
and to the average for that type of 
business; the relative prospects for both 
companies, paying particular regard to 
the level of profit and dividend forecasts 
which the company's auditors and mer- 
chant bankers were prepared to support; 
break-up value; and special factors such 
as, for instance, the existence of loss- 
making contracts. 


Form of consideration 


Consideration for an offer could be made 
in various forms, or a combination of 
them: cash, shares, loan stock (possibly 
convertible) or warrants. Selection of the 
particular ‘mix’ would be influenced by 
the likely effect on the acquiring com- 
pany's earnings per share and its existing 
capital structure; the current accept- 
ability of various types of security in the 
stock market; and possibly the views 
of the target company and its advisers. 
Cash, while it was the simplest form of 
consideration and easily quantified, also 
created its own problems; cash resources 
might be limited, there would be a 
prospective capital gains tax liability, 
and the interest of the target company's 
shareholders in their company was 
extinguished. 

He outlined the advantages and dis- 
advantages of the other forms of con- 
sideration; ordinary shares, for instance, 
were attractive to the target company 
if a continuing interest and participation 
was required, they did not give rise to 
capital gains tax at that stage, and they 
ranked for “section 55 relief” from stamp 
duty — but it was also the most expensive 
course for the acquirer. Share warrants, 
on the other hand (giving the right to 
subscribe for shares at a set price at some 
future date) were very difficult to value 
and correspondingly unpopular. 

As a supplement to his paper, Mr 
Burrell included an example of an offer 
document, detailing the need for com- 
pliance with company law and with 
Stock Exchange and DTI requirements, 
and contrasted it with the documentation 
for a scheme of arrangement. He also 
presented an outline time-table for a 
typical take-over, the various procedures 
(apart from the preliminary ground- 
work) extending over some six months. 

The remainder of the proceedings will 
be reported in The Accountant next week. 
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. A College of Accountancy? 


Learning from a Training Success Story 


by S. R. JENKINS, F.C.A. 


Drawing upon the educational policies and methods of the Chartered Insurance Institute, 
the author suggests that the accountancy profession may have much to learn from this 


experience. 


BE UL CHSTANDIN G the echoes of the Vehicle & 
General crash and other recent traumatic events, one 
thing must be handed to the insurance industry, and that is 
credit for the outstanding success of its education and 
training policies. The Chartered Insurance Institute has 
actively sponsored and co-ordinated a dynamic approach to 
training throughout the insurance profession. 

It is apparent that while this training success story has 
been developing — particularly since the mid-1950s — 
much knowledge and training expertise has been ac- 
cumulated which is of considerable interest to education 
and training departments in other professions. 

Although insurance and accountancy are two distinct 
fields of endeavour, the training problems faced by the 
accountancy profession are sufficiently analogous to the 
training problems faced — and in many cases solved — by 
the insurance profession, to warrant a close consideration 
of the methods used and the results achieved in insurance 
training. 'l'his may help to confirm the validity of decisions 
already taken by the Council of The Institute of Chartered 
Accountants in England and Wales, and possibly serve to 
indicate the direction future developments might take. 


An institute training college 


The Chartered Insurance Institute was early to grasp the 
nettle of a central professional training college, and the 
CII College of Insurance was established at Surbiton in 
1957 to complement on-the-job practical training. The 
College of Insurance caters for all types of insurance 
technical training. A further significant feature nowadays is 
the wide variety of advanced management and specialist 
courses offered to CII members. 

The college possesses the all-essential qualities of a 
central training college; dynamism, and the ability to 
change flexibly to meet the varying pattern of training 
techniques and technical training needs. It employs a 
permanent staff of tutors who are specialists in their sub- 
Jects. In addition, there is a panel of some three hundred 
part-time lecturers who are experts, and working in 
practice in their subject areas. A wide net is spread to 
gather in lecturers on every conceivable aspect of insurance, 
which is all the more possible in view of the enthusiastic 
willingness on the part of CII members themselves to 
serve as teachers. 

The college aims to develop the optimum teaching 


success and to this end pursues the policy of using the most 
up-to-date teaching equipment. Selective use is made of the 
overhead projector, film strips, slides, films and tape 
recordings. Efforts are made to obtain a pleasing balance 
between straight lectures, group discussions, syndicate 
exercises and role-playing. A library of case studies is 
available, designed to meet the needs of particular courses. 
Programmed learning texts are used on some courses, but 
this is a developing subject and more of these texts are 
currently in course of preparation. 


Visual aids 


Studies have clearly indicated that visual aids impress the 
minds of students and aid concentration. Conversely, it has 
been observed that film strips and full-length films militate 
against note-taking, and so this method is used judiciously. 
The large poster-type visual aid is frequently used, and 
students have been found to be critical of poor quality or 
poorly designed posters — which has led to an enhanced 
quality of visual aids produced by the college staff. 

Extensive use is made of enlarged photographs, for 
example, of policy conditions for illustration purposes. Use 
is made of the ‘build-up’ visual aid which constructs the 
policy step by step, using the magnet principle to add 
strips of wording to the baseboard. 

Academic or theoretical teaching by unqualified or 
inexperienced tutors is not regarded as acceptable. All 
tutors are carefully selected on the basis of their experience 
and are expected to hold CII membership or actuarial 
qualifications. 

It is recognized that teachers need to gain an under- 
standing of how best to present the material and prepare 
students for examinations. Accordingly, courses are 
organized at Garnett College for Technical Teachers in 
collaboration with the CII. Practical training is given in 
teaching technology and opportunities are provided to see, 
use and make high quality teaching aids. Advice and in- 
struction is given in the problem of designing courses at all 
levels. Thus, the insurance experts are enabled to increase 
their proficiency as teachers and a high level of teaching is 
maintained. 

Simulation of insurance situations as a teaching tech- 
nique has been exploited by establishment of a “model 
branch office' which simulates all the important working 
situations in the average branch office, with students being 
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rotated — the. various dutica, There i is. close sa 
' between the tutors ‘on all aspects of the model branch (as ` 


. there is on the course itself), and gaps found i in students”. 


| 
| 


knowledge are réported and remedied. — : 

‘The model branch fulfils the basic aim of training i in: nthe" 
insurance profession -- indeed, in all professions — which is . 
to. produce a useful general member, capable of eventually.. 
progressing to the státus of manager or specialist. 


[A mad ^ | | To 

The ICA Council has enel ie view that i its present 
training. policy'is evolutionary, especially in view of the^ 
Solomons long-range inquiry into. accountancy education 
and training which was undertaken on behalf of. the : 
|. Advisory Board for Accountancy Education. With. a 


. Suitable investment in staff, premises. and equipment, many... 


. of ‘the ‘above-described benefits of 'a central training 


college could be made available to chartered accountant. 
students. Maybe evolutionary trends will &teer some careful , 
thinking i in this direction. , > 

"The ¡insurance profession .has sheewaly Ropa the 
desirability of a central co-ordinating council to diréct 
managers and ‘training officers ‘in applying ‘principles. of 
training in the varying circumstances of theirown organiza-.' 
tions. To this end, the Insurance Industry Training Council ` 
(UTC) was formed. It monitors -and surveys training 
" throughout the industry, and has produced various guides 
for. encouragement, of soundly-based pee schemes for 
‘insurance staff. 

Anticipation of future dévelopments is an ingredient 
which should be clearly written into training policy. This is 


~ of value when it is realized that, for various reasons, clerical 


E 


and' technical processes are-subject to change. : When - 


developments are anticipated. sufficiently well in advánce, 
- training.can also be steered in that direction. Tt is evidence 
of.a successful training scheme. when it is capable “of ; 
adaptation in a changing situation, and above all, for the 


. Staff themselves to be tutored to accept change. 


It is interesting to note that the CIT does not envisage the 
need for a second-tier membership of technicians. Never- 
theless, an educational ‘ladder’ is provided for clerical" 
‘employees benefiting under the IITC training. schemes 
eventually to obtain full membership of the Chartered 
‘ Insurance Institute. This appears to harmonize closely ` with , 
E view of the English. Institute. * . 


‘Planned training” f : 
' The IITC has been at. ‘pains, to emphasize that ean 


training should .be planned, systematic and progressive. 


Considerable thought has been given by the Council to the 
use of training modules or components which can be: 
selected for various groups of trainees as might be re-. 
. quired. The training module selected in. any particular 
case should be purpose-designed to provide the. trainee , 
with ‘all the knowledge and skill he will need in the per- 
formance of his duties. It is essential that there should be 
careful organization óf the training programme to the end ' 


_ that each module or component, will build on the. knowl- 


edge imparted by. tlie previous component. 


‘Planned training, therefore, involves ‘systematic. job 
description, Job neus and: job des The ‘job 


` 
x v 3 a mn (07 4t. : 
g 5.7 t de 22 E RAE DO 
E AM de , 
- s 
2 + "n 

i - 
a "ot ` 7 ` 

rA se et Ti 7 LI 

PR rey 

; i ta 

- ot 
2 


f 


tr 
Tu 
p 
E 
ze 
med, 


fo 


deer is. inu for ae E definition: of tlie s Scope 


ofa particular- job. Job analysis enables’ the constituent - 


parts and. sequences of operations in à job to be identified. 


. Finally, the job specification is the tabulation’ of the de-.. 
.tailed aspects of the job which identifies the knowledge and 


skill which the trainee must acquire if he i is to satisfactorily .- 
perform his duties. 


The completed Job specification then : serves. ‘two ‘pur- l 


poses. Firstly, it provides .the. basis for: writing up the 


“training programme for each module; secondly, it facilitates. 
' the grouping of trainces ánd the, definition of theip trainiñg 


requirements. 


. L 
>, ws 
r 


E ' re a 
> 4 
* * LE 
"oat org z LES i - z t 
, ña LN $E Mi c 
- dog 4 1 s + 
" b YX EL $$ t6 4S UU oL ams . 
ET. + . DM A 
Sra 2 « war « ' 
. 
em = es 


As the trainee progresses from component to component, M 


a rigorous follow-up. system is employed, so that training” 
staff are able to- verify that standards of achievement are. 


-maintained.. The IIITC recommend that, whenever possible, - 


 end-results.should be quantified so that the effectiveness of . 
the overall training process can, be measured and training | 
methods altered if the desired end-result i is not attained. 
Usually a: trainee is provided with a' log-book which '. 
shows the training programme,-and indicates clearly the. 
objectives and the standard of performance he is expected . 


„to attain in each training module. The trainee is expected - 
. to record his own progress in the log-book: which not only 


acts as a stimulus but also gives him some idea of what to 
expect a little in advance of each juncture. It is also found 
advisable to provide a space for.a training officer to initial 


the satisfactory completion of the component. 


Can. the Advisory. Board for Accountancy Education. 
perform .a function ‘analogous. to that of. the. Insurance. 
Industry Training Council? 5 
Examination. preparation | DER 
The CII has not at any stage discarded correspondence 


course tuition; on the contrary, , it maintains that written, 
work conscieritiously undertaken enhances a student's ` 


' confiderice and. is a necessary device for helping him ‘to 


- organize his knowledge: 


Pursuing this idea, the CII has. established its own 


_ tuition service which provides an extremely comprehensive . 
system: of printed study’ courses to be taken on.a corres-: 


pondencé’ basis — directly. providing, in this way, the ^ 


necessary help for. the examination: candidate aiming at. 


membership ‘of the Institute. -The postal study course is . 
' combined with attendance at oral classes, the student thus 
obtaining the benefit of both methods of instruction. Oral 


` tuition.can be obtained at the College of Insurance, but is^ .* 
also provided through the polytechnics working in con- E 


junction with local education secretaries of the CII... 

The advantage of the official CII tuition service HE the 
point of view of the“insurance profession is that-it can. 
ensure the involvement of high-quality tutors in- the 


, preparation of course. material, and that high standards are 
thus maintained, The Institute's prescribed syllabuses-are: 


converted into a systematic plan of study which covers, the 

whole field, whilst. at the samé time being sufficiently `- 

flexible to meet the special needs of individual students. 
The fact that insurance business has tended: to become: 
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concentrated in the'hands of large organizations has under- |^. . 


lined the need for insurance managers.to develop their, skill - 
in management to a considerable extent. In the accountancy © 
profession and elsewhere it is -also Decomins pud 
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eel that an “acquaintance with dud manage- 

ment techniques is needed; The very rapidity with, which 

^ changes are taking place and new management methods are 
. emerging has stimulated interest in management training. 


_In this training area, again, the insurance profession has . 


been sufficiently forward- -looking to see the value of antici- 
. pating the need for training — if for no other reason, because 
it takes time to convince the sceptical of the validity of seme 
of the techniques: For example, it was: not so “many years 


"age when a lecturer in management studies could anticipate 


"with some certainty that at least one or two. members of a 
~ class would argue that work measurement, as applied to the 
, clerical function, was unworkable. At the present time, 
_ although methods of application of work study to the office 


‘still. require close consideration, the feasibility of the. 
^' . method is no longer doubted. The value: of anticipatory ! 
+ f'studies is that the ground can be prepared for both authori- ` 
` tative teaching by training staff and more ready. acceptance 


. of valid principles by pupils. 
The CII ccmmenced management training in 1961 and 


the escalating success and ever-increasing use made of its. 


; various management training courses can be seen by 


reference’ to” the diagram’ illustrated. which shows the . 


dme made in this field cone the period 1961 to 1970: 
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(Reproduced by permission of the Chartered Insurance Institute) 


Three distinct ingredients to management development 
. may be isolated, viz. (a) formal management training; (b) 
. further education; and (c) planned experience. The 
of Insurance runs an intensive three-week 
"course aiming to help this total management development 
process. 

A glance at ilie syllabus is sufficient to indicate: the 
| formidable cor.tent of the course which covers, for example, 
principles of management; corporate strategy; management 


: by objectives; décision-making theory; network analysis ; 
organization and - 


. human . relations; public speaking; 

methods; use pf computers as a tool of management; job 
evaluation; marketing; i dida papae; ; and industrial 

. relations. ' 

The practiczl value of the course owes a He deal to the 


fact. that it is Euilt round a- lifelike model of an insurance 
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company. Members of ihe. course are required to apply al 


they learn in the formal lectures and discussions to th 
model situation. Thus, by simulation, the practical appli 
cations of the techniques are highlighted and the syndicat 
groups of students are led into an interchange of their ows 


. ideas based on their. practical experience. Further, they ar 


able to study the reactions of their co-trainees as the 
co-operate and participate in the model: situations whicl 
emerge. . .- - 

It is not àlways possible + to send staff to jones 
courses; nor, at the.same time, may it be possible to dea 
adequately with training needs internally. Recognizing thi: 
the CII arranges in-company courses which are mountec 
jointly by the college and the insurance company. The 
advantages of these in-company courses are that, the skil 
and knowledge of the college are put at the disposal of the 
company and courses can be planned. to meet ‘its exac 


-needs. The venue may be either the college premises a 


Surbiton, the company’s own training department, or, 1 


: preferred, any other suitable place such as an hotel. 


A flexible ICA college of accountancy, if it ever emerges. 
could be of inestimable value both to expanding practice: 
entering the management. consultancy field and to district 
societies by collaborating, in the.manner described in the 
preceding paragraph, in mounting professionally-relevant 
management courses. The chartered accountant has to 
contend with the management .and economics graduate, 


‘and a continuity of training in advanced management 
i techniques and business methods is needed. : :- 


Evolution . 
'The ICA Council E: indicated its intention to establish. a 


system of accreditation of tutors and courses, both in the 
public and private-sectors. It has also indicated that because 


_ of the need for high standards, and also of limited resources 


— especially in the provision of teachers — it is inevitable 


| that only a limited number of courses will be recognized. 


The logical corollary of this statement is again that the 
provision of an Institute. college. of accountancy i is desir- 
able. 

"Thé aim of such an English Institute college should be to 


. complement, not- to .compete with, approved courses 


elsewhere in the public and private sectors; needless to say, 
it would also complement practical experience received in 


' the practitioner's office. Further, the college could provide 


tuition for the specialist training requirements of the pro- 


| posed new Fellowship of the Institute. 


By and large, sóme careful scrutiny of the ala suc- 
cesses of the Chartered Insurance Institute seems to be 
indicated as desirable; some collaboration even might be 
mutually beneficial. There is, of course, no reason why one 
honourable profession should not consult with another 
on matters of mutual concern: It will be observed that the 
training experience of the Chartered Insurance Institute 
touches on a significant number of the terms of reference 
of the Solomons long-range inquiry. 

A by-product of such collaboration between the Educa- 
tion and Training Council of the CII and the Education 
Committee of the ICA could be the early emergence of a 
panel of insurance specialist accountants along the lines 
suggested by the Vehicle & General tribunal — for which 
there is an immediate and urgent need., 


¿THE 
September 13th, 1973 


ACCOUNTANT 





to^ 
E 


331 


Occupational Pension Schemes 


qe Social Security Act gives the pensions industry an 
opportunity to increase its business quite substantially. 
From April 1975, everyone in employment will have two 
pensions when he retires. In the first place, there will be 
the basic flat-rate state pension as we know it today. In 
addition, every employee must have an earnings-related 
pension which may be either an occupational or company 
pension arranged by his employer, or a State reserve pen- 
sion arranged by the Government. 

All occupational pensions from that date must meet 
certain minimum requirements. All employers, therefore, 
have two alternatives. Either they can provide the second 
pension for employees through a recognized pension 
scheme which meets the minimum requirements, or they 
can put employees into the reserve pension scheme. 


Fall-back measure 


The Government has made it plain that 1t hopes that, 
wherever possible, employers will provide their own 
recognized schemes which can be shaped to meet any 
special employment circumstances and the wishes of 
employees. I: looks upon the State reserve scheme as some- 
thing of a fall-back — designed for those occupations where 
there is a very high turnover of labour or where, for other 
reasons, an occupational pension scheme would. not be 
suitable. 

Given this chance to increase their pensions business 
substantially, more than 20 of the leading insurance com- 
panies in the pensions field have formed Campaign for 
Company Pensions Ltd. The aim is to focus attention on 
the pension requirements of the Social Security Act. 

This new company is sponsoring the Company Pensions 
Information Centre, to which general inquiries can be 
directed. The point is being made that, while the Centre 
will give general information, it is not intended to act as a 
substitute for professional advice on an individual basis. 
Employers requiring help in making a decision, or in 
negotiations connected with a pension scheme, are being 
advised to get in touch with their usual advisers, or any of 
the companies which are contributing to the campaign. 

Under the chairmanship of Lord Byers, the campaign 
will run for two years. At the moment, it is estimated that 
the campaign may cost about {1} million, with the bulk of 
that figure being spent on national advertising. 

In additicn, a direct mailing has been arranged to 125,000 
employers, to explain broadly the situation created by the 
new law and the decisions which must be made. The 
Information Centre will arrange conferences and seminars 
throughout the country, at which pensions topics will be 
discussed. Also, there will be distribution of pamphlets 
about pensions, 

Although the campaign is being financed solely by in- 
surance companies, 1t will not be restricted to pointing out 


~ 


by OUR INSURANCE CORRESPONDENT 


the merits of insured schemes, but will advocate the use 
of company schemes in general. 

All the indications are that the campaign will attempt to 
be as unbiased as possible. For instance, in no way is the 
campaign intended to knock the reserve pension scheme. 
It is fully appreciated that the reserve scheme is not intended 
to be a rival to occupational schemes, but is simply a faH- 
back arrangement. The point will be made that an 
occupational scheme can provide much greater flexibility, 


. including provision for early retirement, commutation of 


part of the pension for a tax-free cash sum at retirement, 
together with a greater choice of widows’ benefits. Also, life 
assurance so as to cover death in service can be made 
available. 

At present, there are some 65,000 or so schemes in exist- 
ence. In all, it has been calculated that about 11 million 
employees are covered by pension schemes. Under the 
new law, about 183 million employees will be eligible. It 
is not a foregone conclusion that all the existing. schemes 
will be amended so as to meet the 'recognition' require- 
ments. Ás a very rough estimate, therefore, those organizing 
the campaign feel that there could be as many as x1 million 
employees going into the State scheme, unless employers 
make a definite decision to have occupational pension 
schemes. 


Small employers 


Although, therefore, it might be thought that the aim of the 
campaign 1s mainly to encourage those employers without 
schemes of any kind to choose a pension scheme arranged 
with an insurance company, probably only the smaller 
employers in practice fall into this bracket, and administer- 
ing small schemes can prove to be quite an expensive opera- 
tion. Much of the effort of the campaign, therefore, will be 
to encourage employers to amend their schemes so as to 
obtain recognition status. Here, time is against the insur- 
ance companies. The paperwork has to be completed by 
April 1975, and the insurance companies can see quite 
clearly that, if employers leave the decision until quite 
late, there could be a very serious backlog of work. Much 
of the emphasis of the campaign, therefore, will be to 
encourage employers with schemes at present to take early 
steps to obtain recognition. 

It has been estimated that, of the 65,000 schemes in 
existence, probably nine out of ten will have to be 
amended in one way or another. For many, substantial 


changes, often resulting in much higher costs for 
employers, will have to be implemented to obtain 
recognition. — 


In trying to promote a company pension scheme rather 
than the State reserve scheme, the insurance companies 
are not necessarily saying that their pension schemes will 
give better value for money than the State reserve scheme 
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oi Over a. "representative age spread. What is incor 


however,. is itaat a recognized company: pension | Scheme 


> can take into. account an employee's full earnings. This is 
.. particularly significant for: employees. ‘earning “more than: 


£48. a week, since, in the State reserve scheme, earnings 
over that amount do not: qualify for pension: rights. 


It is very difficult to estimate the value for money which ^ 
will be provided by the State reserve scheme or the schemes `` 
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of individual life offices since, to a great extent; overall | 


„benefits will depend on invéstment experience in the’ years i 
ahead. It may be reasonable, -however, tó make the point 


uthat, as the State reserve scheme will be starting. ‘from ^ Money vete meth "RE 


Another methoc ` of calculating minimum benefits is.a- 
: “money purchase' basis. Tf this method is to be used, a total 


scratch, and will have no direct competitor in the early 
years, a cautious approach is likely-to be adopted so far as 
the distribution. of surplus is concerned; "Life offices, on 
. the other harid, mostly have quite substantial r reserves built 


ae from previous generations. These can be a standby in the. 


- event of poor investment experience for. any reason. |. . 


Obtaining recognition for a scheme’ will not be an . 
altogether easy operation. Whilst certain: minimum levels ^ 
. : of benefit are laid down the Occupational: Pénsions Board 


"Will have ‘to „satisfy itself that a scheme, will «not only 
“promise to provide the minimúm benefits, but will also have 


- the resources to do so. Thus the Board will examine the. 


" rules or other documents constituting 'schemes and. will 
- require information on the adequacy of the funding arráng- 
‘ments or the insurance policies.backing the benefits.. .. _ 

^ Where the Occupational Pensions Board considers, a 
:scheie to: bé acceptable, a recognition certificate will be 


: respectively for women. 


: issued to the employer. This will identify: those employees | 


covered by the scheme’ for whom. reserve scheme contri- 


butions do not have to be paid. These employees, therefore, 7 


will be in nee zed pensionable ployment: A 


“Minimum pension f. Ui E X LIRE 


"Basically, a minimum pension must be paid: from not later | 


than the age of 65 for men, and 60 for women. ‘If the 
minimum pension is calculated on a “total earnings’ ‘basis, 
the.annual pens: on must be a, percentage of the emplóyee's 
total reckonable earnings throughout the period for which 


he has been cóvered by a recognition certificate. For 


perisions which are periodically increased when in payment, 


the percentage is 1 per cent for men and o-7o per cent for: 


women. For pensions which are not periodically increased 
‘when in payment, the. percentages are 1'25 per cent and 


z o go per cent, respectively. 


~ 


- If; on the other hand, a “final earnings' basis is used, ule 
pow pension is related ‘not to. the employee's total 
réckoriable earnings, but to his annual reckonable earnings 
at or just before he retires. or leaves the scheme. The 


minimum pension must be.calculated'as-a percentage of 


«those earnings for each member in recognized pensionable.’ 


^ en If this method is-used, a scheme must give a 
~ higher percentage for the first five years of that’ employ- 


ment, or it:must increase the pensions of early leavers over , 


the period up to pensionable: age. 
: "Thus the rate of pension for each year, taking: a dynainic 
+ pension: ‘with pre-award. dynamism, is 0-60 ‘per cent for 


men and 0-42-per'cent for women. In the case of a: ‘static’ 


; pension with pre-award dynamism, the figures . are o: 75 


pér centand o:54 per cent respectively for men and women. ~ 
Tf however, te pensions: p farly leavers are notin- 
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gad periodically from the time of leaving, the Aia for 


a dynamic pension (which increases periódically when in’: 
payment) are 1 per, cent for each of the, first five'years 


and o-60 per cert for each year thereafter for men, with.the 


respective figures for women being 0-70 per cent and o:42.. 
-per cènt.. For a static pension (which is not incréased period-. 
ically :when in payment), the figures are 1:25 pet cent for 
each of the first five years and o: 75 per cent for éach year. 


thereafter for men, and.o:go Ie cent and o: "54 pes cent 


t F 


contribution of at'least.5 per cent of the ernployee' S 
reckonable earnings must be paid into the scheme, and the 


employer's share of the contribution: must not be less than . 
'2:5 per cent.of the employee's reckonable earnings. ^ _ 


Under such a'scheme, beñefits are governed: by the 


amount contributed each yéar and the age of the employee 


when the contributions. are made. To secure recognition, 
any scheme operzting on this basis must guarantee.a speci-. 
fied benefit level for' contributions paid at each age — not . 
less than the benefit guaranteed by the reserve pension: 
scheme for people. of the same-áge and with the same- 
earnings. It is a xequirement. that. a scheme must show .' 
‘whether bonuses will be provided i in addition to guaranteed 
7 pension rates. If a pension is not increased periodically. 
when in payment, the guaranteed rate must be Z5.per cent © 
higher than the equivalent reserve pension scheme ‘rates. 
Attention, therzfore, is being paid to. protection against - 
inflation, either by the provision of pension increases on a, 
periodic basis, or by pitching a flat-rate pension at a higher 


level from the outset. When a scheme provides ‘for 


way which the Occupational Pensions Board corisiders will 


give protection equivalent: in the" long run to annual 
increases.of 3 per cent. O he T | 


1 Ds - i VÉ E A ^ 


Death benefits ee ES 


Ta 


ot, 


For many schemes: seeking recognition, one of the most - 


important aspects will. be the death benefits which must be 
included. For a scheme to be recognized, there must be a 
minimum death benefit if a married man dies while in 


‘periodic increases in" minimum pensions, ‘these: can be^ 
calculated either broadly in line with increases, in the cost | 
of living, or at 3 per cent per annum compound, or in a . 


pensionable employment — irrespective of how short his. 


benefit must be paid on the death of any ex-member or 


period of service may be. Nevertheless, men who are:within - 
five years of pensicnable age, or of. the scheme' s retirement. 
age, at April 6th, 2975, Can be excluded.. ` 

Apart from death in service'protectión, a minimum death. 


e 


pensioner who wes married and who: was entitled to’. a 


minimum personal pension. Normally this benefit will be - 


paid to the widow, but it may” ‘be paid to other dependants 
in some circumstances.. - e 
"The minimum cóver for death: before. pensionable age 


is either a pension for the-widow equal to half the minimum . 


personal pension to which the employee would have been 
entitled if he had rot died, or a lump sum broadly équiva- 


lent i in value. Alternatively, a Jump sum calculated | as one. 
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NOW there's sa degoa MA 


3 - especially designed to help.you make 


the most of VAT. With a Lombard ` 

. North Central VAT Deposit "Account 

. the money you set aside for. Value 
Added Tax payment can earn 8196 per 
annum. Calculated on the day-to-day. 


| - “balance, this interest is paid or credited - fundsi it prevents any confusion. 


: half-yearly without deduction'of 
tax at source. So, collecting VAT can 
become profitable. i i, d 


'" Wegive youa paying-in book so. 


that you-can deposit any amount you ^ 
like, dailv, weekly or monthly <7" °. 


x tual any of. our va branch offices . 
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witha Lombard North Central 
-VAT Deposit Account | PU 


af te 


throughout the coufitry — or throne 
any branch of any.other bank. You can . h To: The Deposit. Accounts Manager, 
choose whichever suits you best. ' Lombard North Central Limited, 

. ALombard.North Central VAT.. 
-Deposit Accóu ntis most convenient `. 
„and by keeping your VAT completely `. : Please send me further. details about | 
"separate from the rest of your eS "the VAT Deposit Account, E 


-Lombard House, Curzon Street, : 
' London W1A1 EU. "i 


` 


"What's more, we.can help yoù'even E mee | 
further by forwarding. your VAT | .- E EN" Kd y 
payments directto H.M. Customs and A SO 
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Excise on yourinstructions. . .. Ed : 
' Fill in the coupon; or telephone the - Address 
“+ Déposit Accounts Managerat  . d. ; 
POE 499 si 1 : aot further details r now. 1; — ER 
Me: ed a TA2 
^ A member of the National Westminster - ~ 
l E pu Bank Group i 
] : 2 Regd. tn England 337004. Regd. Office: Lombard Hd House 
E e NE DEN P es Street, London W1A 1EU.: zi 
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- suitable for small businesses with a . Friends’ Provident Life Office 


: whichi is broadly prorata. co; .. Surrey: RH4 1QA 
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ther new Govemmeni legislation: on ^ -— But organising a RecomPension- 





p 





. pensions gives you the chance to take . that meets ihe Government = => 
an important initiative in your dealings requirements does take time. And it's. 


with the people who work for you. .. anybody’s guess as to how many 


After April 1975, everybody over 21: thousands of companies will be — 
must get the right to à second pension . to get ahead of the queue. ^. ” 


on top ofthe basic Old Age Pension. ^. |. Somakea Sn to do something 
Either from the State's Reserve . .. zaboni it now. : E 
Scheme or, as the Government hopes, . Friends’ Provident hivà been - 


from a Recognised Company Pension. - organising pension schemes for 


A Recognised Company Pension . companies — especially the smaller. 
(RecomPension for:short) willbe run - companies with uptotwo hundred . ` 
by the employer, to standards laid Workers ~ fcr many, many years. We . 
down by the Government. If you wish _.. know the problems. And. we know how - 


to avoid putting your employees into , . to solve them fast. . . 


the State Reserve Scheme, you will, . . ~ Getin touch with us at the address. 
have to have your own RecomPension. “below, or ccntact your usual Broker, - 
RecomPensions are not only for. . mentioning ourname. ; ... '., 


giant corporations. They are jüst aS.. scs : | I 





handful of employees. And ata cost... Pixham End, Dorking, 


. LIP ae “Tel: Dorking 5411 
Friends’ Provident Life Office. 


A mempelo of the Friends Provident and Century Insurance Group. Established 1832, aroun: Funda exceed £350 million: 


/ 
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and a half times the annual reckenáble earnings. Le dei inan 
~ when he died cr left the employment can be paid. . 


For death after pensionable age, an annual pension equal 
to, half. the minimum personal pension of the man must 
‘be paid. As an alternative, however, a higher minimum .. 


"personal pension can be ‘provided . for men jn recognized 


pensionable- employment. In this event, part-of the higher 


pension provided for an employer must be surrendered. at 





retirement so as to buy cover for a widow's pension. This ` 
arrangement, wbich is known as allocation, will be permis- 


sible only if the minimum personal pension is increased. 


"by.25.per cent, irrespective of the method of calculation. 


Finally, every scheme, whether it is intended that. it- 


shall b& recognized or not, must provide preservation of’ 


pension benefits, so that the benefit rights of' members who 
.leave the employment before reaching pension age will not 


„have built up. virtually negligible -pension benefits. . For 


"instance, it applies only to those members -of the scheme: 


. Who are aged 26 or over- when they léave, ànd have had at 


least five years' pensionable: service, or service in pension- | 


able employment. . - . . 
There are various -ways in which the benefits «can: be 
preserved; either they can remain in the scheme, ór a capital 
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to inte du time, ‘this. problem is likely to ole itself, E 
and important steps have already been made. Nevertheless; ` 
. this has been: one of the chief difficulties with transferability ` 


in the «past. ` 


retires, his periods of pensionable service in each employ- 


‘ment will be added. together to decide whether pension, 
benefits must be preserved. , IP ' 


u^ wat 
M 
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Qualifying. service w^ Wer 
For these purposes, service both befóre and iter imple- 


accourit. Nevertheless, since members have been allowed" 
to take a refund of their own contributions in the past (but . 
have riot. been able to take their: ‘employers’ contributions 


Tf an employee leaves his second employment before he. , 


mentation of the Act (on April 6th, 1975) will be taken into’- 


+ 


member may take a refund of his own contributions for .. 


service before April 6th, 1975, and, for all service: in the” 


event of leaving the employment within five yéárs starting 


~ 


sum can be used to purchase a deferred annuity. On the ' 


other hand, with the agreement of the employee who. is 
leaving, his pension rights may be transferred. to the 


- scheme of his new employer. In practice, various difficulties. 
.may be encountered over this, in view of differing views as: 


to” how much cash should be transferred from 'one scheme 





- Accounting and Computer Systems. 
+ by H. D. CLIFTON and-T. Lucey E 
: Business. Books, ÍA" 75. . AE 


The market at which. this book is ied. onset of. the 


accountant who needs an introduction to the: magical world of 
computers, znd the data processing man who is interested in: Modern. Financial Accounting 


~~ 


implementing accounting systems. The. philosophy of thé book 
is definitely one of fear. Accountants are warned that, while they - 
themselves remain perched on their high stools blowing dust 
-off their quill-pen-written sales ledgers, hyper-efficient beings 
* known as systems analysts are swarming in and taking away their 
jobs. The answer is cléar — the accountant must become the 
systems. analyst! If you can 't beat them, join them.  - 

The book-then attempts to cover the whole field of computer 
systems; starting with a look at the basics of what an information 
system actually is, surveying what is-available in terms - of 
hardware and software, looking at the design and implementation 
of DP peus and attempting to relate these to the oe 


` 


- 


from that date. 
In the case of an employes who leavés service after less 


than five years”: ‘recognized pensionable employment, his. 
employer is required to -pay a premium to the. reserve 
pension “scheme, unless.he chooses to preserve 'or transfer 


_minimum benefits. The effect is that the premium will 


equal the-contributioris which would have been paid by ` 


‘both the employer and: the employee if the latter had been 
.jn the resérve pension scheme and the employer's S pensons 
‘scheme had not been récognized. o 


. function: It then looks ata -DCF-type en of a computer E | 


investment, examines the audit of the computer. function, and 


finally examines with extreme brevity, packages and other . 


computer applications. i A 


ist, for whom it provides a good summary of the field; it may 
“also prove valuable to the accountant who is already familiar 


- This book could well prove valuable to the computer special... e 


«:be lost. This requirement does' not apply to those who may © as well), ‘an alternative to preserved benefits is allowed. A -> 
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with the work of. the computer. But, /for the man on the- igno > 


stool, it is unlikely to do more than scratch the surface. It is - 


* much too sketchy in approach, and gives.rise to a feeling that . 


‘nothing has really been looked at in any depth. The chapter 
-on computing and the accounting function, for instance, con- - 
sists of 17 pages made up almost exclusively of- unexplained . 
- flow charts; no doubt very. useful for the initiated, but probably 
rather off-putting. for the type of- man for whom the authors: 
intended the book. 
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by G. A. Le, B.SC.(ECON.), PH.D, F.C.A _ . E 
Nelson, £395: — E ZEE E 


Every now and then à truly tias book on accounting is’ 
written. It is no exaggeration to say that Mr Lee has written aie 


a book. Students nowadays depend to a great extent on the. 


. . reading recommended by their tutors and it is to be hoped that | 


they will be encouraged to read this book. ' 
Starting with an historical review of accounting development 


A 


34 
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‘from ancient accounts of charge and discharge, the student is led . - 


to consider the nature of what Mr Lee calls the art and in- 


tellectual -presuppositions upon which modern practice rests. . 
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b la so "Eee ite sutlior m the opea bette PC ON at: 

<- 7, 1. ; the techniques of double- and'single-entry book-keeping, account- 

Nx. ;ing for management and historical accounting and price-level. 

eo a "dinis branch accounts and overseas currencies. ~ - 

3 .. The second-half of the book is a review of the basis of financial 

+ - +. i accounting inthe present párt of the twentieth century. Well- 

AN S nose examples and questions complete the book. ~- 

| - One can only applaud'a book which succeeds so wellin present: _ 
E ng to students and others a view of áccounting "which 1s not just 

| 5 + "a method buta philosophic examination of the'growth and reason : 

D a "Lor existing accepted standards, and comprises most of the pre- ' 
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"Taxation of ‘Land Transactions 7i ee m E z 
D ANTHONY R. MELLOWS. * ee ee 
. Butterworths; £3°80. 


¿One has to read the chapter hene to ind. cut: md precise. 
3 E B * ¿scope of this book. As they are many, the difficulty. of giving the 
n book a sufficiently communicative title is obvious. .' 
ELS “There are.20 chapters, whose headings show that Dr Mellovis" 
Vi. has covered a vast field within the compass: of 258 pages. He : 
: : deals with income tax on income from land (including premiums * 
e ón short leasés), profits from dealing and the hybrid charge on. 
s a : ` ‘gains of a capital nature” now enshrined in section. 488 of. the - 
Ñ o . "Taxes Act 1970. The book then goes on to deal with chargeable :. 
< y. gains both on freehold- properties and on leasehold. properties;.. . 
dels E with a‘chapter on the vexed question for landowners of whether 
! p . to invest, trade, or develop for profit. . De ^ z 
Then the book deals with Value Added Tax. and Estate Duty. - 
Tati is Part I; Part II comprises two chapters dealing. with the. 
_question of interest on loans for property transactions and the 
device of sale and leaseback. Part IIT contains seven chapters on - 
+ special situations and categories of property,-e.g., ' woodlands, . 
-- agricultural land, and private residences. Finally; Part IV deals - 
S e with local taxaticn; that is to say, rates.  - 
"> 5: Thebook represents a somewhat novel approach and should bé 
: Ei There are now so many. pitfalls surrounding the ownership 
m A -of land that it-is fatally easy to fall into one of them in the eoursé. 
5." ef avoiding others. To have a general conspectus of all-the pe 
n; although ed is to-be inia prone d 
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- Statertiente on Auditing Standards m 


Committee on. Auditing Procedures, American Institute - o£; 
Certified: Public ficcountantss New York, $4, so; ‘members. 
$3.60. 7" 0... 

E n i : "This is the fist i in'a series of publications; entitled ‘Codification’ - 
-,. of Auditing Standards and Procedures’. dnd consists of: the. 
..$; contents of Statements on Auditing Procedure ‘originally ‘issued. 


pe 


-— 


A. - dissenting members of the. Committee enu: can still bs. 
separately obtained from the AICPA offices). : 

.  -The rearrangement of the original material 1 in 1 the present - 
^^ -form has resulted: in a very’ ‘successful book’ of interest to-all . 


2 p ."iübject- -matter: The .Committée. has. done a’ good 298 and 
created. a worth-while. publication. QE ue Pay, 
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ETA Law Xu P A 
Ec Sixth-edition-by Barry PINSON, LL. B., ‘and including. a section’ on. 
ane n Value Added Tax by Joun GARDINER; M.A., LL.B.. 

B Sweet & Maxwell, paperback, fees. e 


I0 "The fact. that: this book has gone to six editions in ten years; is. 
-c-ai “proof of the demand for it. The taxes hitherto dealt with were: 
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oR, as numbers 33 -to 54 inclusive but without the comments of” $ 


“practising accountants, with a logical progression through the - 
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the book also takes i in Salus added tax, lea is. ‘administered by 
the Comnussioners of Customs and Excise. ` 

"The:law is stated as at August ‘1st; “1972. At that date loar 
capital duty was still with-.us, «but is repealed as from the 
beginning of-1973. Also, ‘share. “capital duty is- replaced as from 


E beginning of August 1973 by m. new. Common Market capita 
uty. : i 


"Considering its: very’ ees “range, thé book is. P 
detailed. and, more Amportant, very lucid. The sectión on e 


. contains the. following surprising sentence: - 


‘For. VAT purposes there cannot b such a thing as a ‘supply 
“of both goods and services." 
_ What, the author means is that. if the supply is of goods then'it is 
. fiot a. supply of services; and vice versa. 

In the view 'of the author, the' exemption. for: the ple ol 
. goods or services incidental to the provision of education would 
. not include meals süppliéd in schools and universities: However. 
the Customs and Excisé have „conceded: this point a as. regard: 
meals supplied to pupils and: students. . : 


.Cost Accountancy for Printers, Part 2 
` British Federation of Master Printers, £4. ubl 


This is thé long-awaited. companion volume to the excellent Part 
x produced in 1971 (The Accountant, February 25th, 1971). Part 
1 deált with the mechanics and application of the BEMP uniform 
"costing system. Part 2 is an ambitious publication tackling the 
assessment and achievement of profit standards, pricing, capital 
expenditure appraisal including DCF calculations, and some: ol 
the general aspects of financing and,developing a business. 

: Marginal costing and standard costing are covered at sufficient 
length to give the readet a grasp of tlie detail and also tò provide 
. a reminder of the complications when applying these systems tc 
- general printing. For those not connected. with the printing 
- industry, this book is essential reading for an explanation of why 
` printing quotations can vary so widely! 

Mr Victor -Francis, Federation Management Accouñting 
Secretary, i is given,.in the preface, the: principal credit for the 


- compilation, and: he has undoubtedly achieved the objective of 


making ávailable a. practical presentation of management 
accounting to printing, managers. The production” is well. 
~; designed,’ very readable" and ‘covers a great deal of ground 
ene effortlessly, the more detailed: tabulations being. included 
‘in the appendix. ` A 

- The two ones now. avalable- form à “work: of which! the 
„printing industry. can feel-justly proud; for all printing managers 


^ and management tráinees, these books are essential, For 
' accountants outside the industry; the work is an atithoritative 
one, giving a clear A into its financial problems. "LL 
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ms E E RECENT PUBLICATIONS e oye 

THE PRACTICE. OF MODERN ‘INTERNAL AUDITING, by Lawrence B, 
Sawyer, xii ]- 531 pp. 6 x 9: Institute of Internal Auditors, $15. 

ep & MAINPRICE ON. VALUE ADDED Tax, by D. J: Willson, 
C.B.E.; T.D., -H. H.. Mainprice; LL:B. and.E. L. Gomeche, 
EC, A BTA. I, vol. i. xvi-+380 pp.; vol. H VAT Kiss 
9:X 6. VAT Planning. and Publications..£12:50. ~- 

- Business. ACCOUNTING 2, second .edition, by F renk “Wood. 
-B.SC.(ECON.),.F.C.A., 595 pp. 8X 5.. Longman, £z2"60. -,-. 


. INTRODUCTION -TO. ACCOUNTING’ FoR BUsINESS STUDIES; second 


edition, by F. P: Langley, A.C.C.A., A. CLS. xiii +392 pp: 83 x 5] 
Butterworths, paperback £2. ` 
-KEY TO INCOME -TAX AND SURTAX; acven£y-ffth edition, 107374 
- edited by J. M. Cooper, F.c.c.a., and. Percy F. Hughes. 247 PP 
.8& x 53; Taxation Publishing Co. £2.-* .- 
MODERN FINANCIAL. ACCOUNTING, by Ġ. A. Lée, B.SC. (ECON) 
PH:D., F.C.A. Xii- 560 pp. 9X 6: Nelson, £3: 95. ' 


"These booki may.be obtained from, or through, Gee & Co (Publishers 
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and car tax. Seven brief schedules record amended rates of duty on spirits, 


E oe |" . beer, wine, British wine, tobacco, matches and mechanical lighters. Repeals . 
| are tapulatan in Part l of Seheaulg 22. | 


m , 


è 3 


NE may commence vidi a EE look at the functioning 
of the VAT tribunals which hold the scales between 
the Department and taxpayers. Such tribunals may consist 
cof a chairman alone, or one assisted by one or two members 


of a panel appointed by the Lord Chancellor or his Sues | 


lent in Scotland or Northern Iréland. . 


Paragraph 6 of Schedule 6 tó the Finance Act 1972 has - 


.been replaced, ‘and will now provide that for each sitting of 
- a VAT tribunal the chairman shall be either the president 
; (who has to be a barrister, advocate or solicitor of not less 


than ten years’ standing) or a member of the chairman’s | 


panel, if the president so authorizes. The auxiliary mem- 
bers are selected either by the president or the chairman 


concerned. The Financial Secretary to the Treasury. 
thought that this amended procedure would reduce ‘the’ 


risk of delay (Standing Committee H; official report; 


, May 7th, 1975, col. 173) and indicated that there would be 


.19 tribunals in operation by. the end of September. The 
nine full-time chairmen get 483 50 a year and part-time 
-chairmen £30 a day. : 


- Position of agents 
Section 24 of the Finance Act 1972 is concerned with a 


- non-resident person: «who is accountable for VAT" or on- 


' whom duties are imposed by the VAT legislation. The 


: Commissioners may serve written notice on any agent,. 


“manager ¢ or factor who is resident in the-UK and has acted 


-on behalf of that person in matters by reference to which . 
the non-resident is accountable or the duties are imposed.. 
The notice will direct that the agent be substituted as the 


person responsible in the place of the non-resident. 

- In the same context it is provided that goods imported 
. by. a taxable person and supplied by him as agent for a 
person. who is not a taxable person may be treated as 


imported and supplied by the taxable person as principal. 
One can see that this rule is designed to overcome any 


difficulty experienced by the. Departmient where the 
turnover from each of several sources is below the threshold 
for registration. On the other hand, where goods or services 


are ui m through. an agent who: acts in his own name, 
3 TIU 


^ = 


the Commissioners are authorized to treat the supply both. - 


as a supply to the agent and as a supply by the agent. 


However, the difficulty to be-surmounted by the Depart- 


ment would remain in practice if they could not establish 
as a fact that the non-resident is “not a taxable ‘person’, 

given the definition of taxable: person in section 4 as one 
who makes or intends to make taxable supplies while 


required to.be registered. Hence section 7 of the Finance. 

Act 1973 adds a new section.24 (2A) whereby a person who '* -. 
-is-not resident in the UK and whose place or principal - .5, 
place of business is outside the UK may be treated as not ©... 
. being a taxable person if as a result he will not be required 
to be registered.. 


X 


Responsibilities of importing agent 


Although section 24 may appear to place harsh buid -—À 


an agent, the Treasury Minister of State sought to: re- 


said that the agent would not become responsible until so 
directed in writing, and there would normally be no wish 


by H..S. A; MACNAIR, F.C.A. ``, 


Parts Í and Il of the Finance Act 1973 deal briefly with the revenue duties 
hitherto administered by HM Customs and Excise, and the new value added tax. - 


assure the Standing Committee on this point at some . ` 


length (Hansard, May yth, 1973, col. 167). The Minister. ` E 
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Value Added Tax Complications > 


to make him responsible for tax on supplies made before `` E E: 


the diréction. Liability could be expected to arise on supplies 
of goods by the overseas principal, either in- respect- of 


importations subsequent to the direction or in respect of «' 
goods imported by the agent and still held by him on 


behalf of his principal. The agent could refuse to release 


such goods if not satisfied as to his indemnification. As. 


regards importations, tax would be payable unless the 


. agent knowingly accepted responsibility. 


Professional persons-in.the UK may regard themselves 


as agents to some extent, whether for other UK residents iie 
or for non-residents. The original Customs Notice No. "YO se 
was supplemented by a publication i in January. 1973. Since . 
then, The Institute of Chartered -Accountants in England. 


and Wales has circulated Notes for the Guidance of Ac- 


. countants in Professional Practice, followed by a supplement 


in May. One may hope that, in addition, the--officially 


published VAT Bulletin is used as a source of information. 
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TE .. possession of the artist or his estate before April Ist,’ 1973." ‘néither .a supply of. goods. nor a- -supply of, Services: j ánd 
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Le ‘Che second:group extends to antiques of an age. exceeding .. ‘assures equality of treatment. : 
"12 .¥60. years. (except. peatls and: loose gem stones) and, to «Readers: may agree-with the Pina Secretaiy. ‘that this 
vt. > collections’ and collectors’ pieces of -zoological, botanical, ¡is :a pretty technical point. Nevértheless, it: servés to 


did > mineralogical, anatorhical, historical, archaeological; páléon- `: . illustrate: the complications. that result from deeming all 
pe. _tological gr: r:sExpographic ; interest. “The meaning of. these.. “Kinds of situations. to be òr not to bea 22 
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The progress. of. our aetema Annuity’. that has sind coneishi growth Ed 
"> + Fund is pretty impressive. Launched ónly . through all economic conditions: : E 
7 ' in February last year arid managed by a ' commercial and. industrial property. E 
o specialist investment team with.a proven >, 2 | 
^ - record, it has already dics a growth There aretwo types of contract xd D 
- "^ Of 27: 5%. Single Premium (minimum £250) and ME | 
ii d ` : Annual Premium A £1 00) under. -. a 
j the self- RV areal chànce of - (minimum £1 0). 
: accumulating a substantial sum to provide : | 
. them with a realistic pension during If you "d like our brochüre on the subject I 
- retirement. And.it's been achieved because: or just wántto brush up ori a detail, have a 
] ids Fundis linked t to an investment sector ` | word with Ray a on Ot -928 Voe a 
| Chief Administrative: Office : | 
E 1 Westminster Bridge Road, London, SE17JF. Telephone: or -928 0381. Jo CER 
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Yes, there is a totally secure, high performance investment. Standard Life. 
Feace of mind for or you. And for your client. 
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As an adviser, with your 
"E MUN ^ Bm client totally dependent on 
0o 00 cru v. ge V. your judgement, you can i 

EN 7 X afford to take any chances. 

Any more than your client § 
can afford to take a low return. B 

It’sa problem. Because | 
most safe investments aren't 
too profitable. And most 
highly profitable investments 
entail risk. Except one. 

À Standard Life policy. 

Standard Life, with assets 
of £1,000, 000,000 is the 
country's largest, most 
consistently successful, 
mutual assurance office. It 
gives your client total security, 
excellent life cover and a first- 
class return on his money. 

Now what more could he 
ask of you? 
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With profits endowment assurances taken out 
at age 30 and maturing after | st March,1 973. 


£1,000 
Policy 


effected in 



















Term in 
years 


Total Net 
Outlay 





£865 | £879 | £893 | £930 


Amount 


Pai 
in 1973 





















The net outlay figures assume that income tax 
was paid at the appropriate standard rates. All 
figures relate to policies effected in the U.K. 


STANDARD LIFE 


For peace of mind. 


Established 1825. Assets exceed 1000000900 
Head Office: 3 George Street, Edinburgh. 


Branches throughout the United Kingdom 
and the Republic of Ireland. 
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All that Glitters is not Gilt 


Disadvantages of British Government Stocks 


by D. G. MacDONALD ALLEN, J.D., LL.B., A.A.I.A. 


With the development of the European Community and the increasing 
tendency of many United Kingdom citizens to look overseas, a situation is 
arising where British subjects are either working permanently abroad or have ' 
retired abroad. And as 'residence' and 'domicile' are, in British law, capable 
of more than one meaning or interpretation, and some other countries 
automatically classify a person as 'resident' irrespective of whether or not he 


- 


R ETIRED former UK residents are arriving in Mediter- 
ranean countries with humble portfolios of investments, 
boping to eke out their retirement years with the income 
from a capital which, at one time, seemed adequate but 
now, with world inflation raging, diminishes daily. Other 
expatriates have been abroad for many years and have been 
receiving a pension frozen from the time of their emigration. 
This has created a situation where some of them cannot 
. afford to live in the country of their choice — as income 
requirements restrict righit of residence — and yet cannot 
afford to return to the UK, owing to the capital cost of 
moving their effects from one country to another. But that 
is another story. 

The new settlor is likely to be possessed of a modest 
portfolio of British Government securities: War Loan, 
4 per cent Funding 1980-90, 54 per cent ‘Treasury Stocks 
2008-12 and so on. These investments are available to 
` persons not resident and not ordinarily resident in the 
United Kingdom and income from them, subject to 


negotiation, is exempted from UK tax at source, and may: 


be paid gross. As nearly every one of such settlors almost 
inevitably has a retirement pension arising from the 
UK, let us examine such portfolios and see whether they 
are in the best interest of the holder. 

The same yardstick may. be used to determine UK tax 
liability for British subjects working permanently abroad. 
While normally no part of the income from exempt gilts 
or the overseas earnings can be subjected to UK taxation 
in the case of a person not resident and not ordinarily 
resident, when a claim for part personal reliefs is made 
under section 27 of the Taxes Act, 1970, relief can only be 
given by assessing the ratio of world income to UK 
income; and world income is reckoned, as might be 


supposed, from all sources. Therefore, an adjustment 


has to be made to determine what tax would be payable 
by a UK resident on his total income from all sources, and 
to what extent the ‘non-liable’ income is caught in this net. 

` For example, a British subject could be working perm- 
anently abroad for a foreign employer and receiving a 
salary of the equivalent of £3) ooo. He has let his former UK 
residence and is receiving a {1,000 rent income, making 
a total from all sources of £4,000. Assuming for simplicity 
a married taxpayer with a modest amount a life assurance 


has applied for a permit of residence, some interesting problems are engendered. 


relief, his total UK allowances would be, say, £800; but 


the ratio of £1,000 : £4,000 applies, and only one-quarter,. 
or £200, would be allowable against the assessment on the 
UK rents. So, although certain income is officially “non- 


liable’, it is taken into consideration in reviewing world 


income, and-thus affects allowances. | 
Now this is a fact of life which seems beyond the under- 
standing of many otherwise intelligent men and women. 
Therefore the test falls as follows: the UK tax borne by a 
British-non-resident taxpayer must be the greater of 


the following two equations: 


(a) The tax on income liable in the UK less the reliefs as. 
- restricted; or — — 
(b) The tax on all income arising out of the UK, less reliefs 
as if all income arose in the UK, multiplied by 
Income liable - 
World income 


‘The effect of this is that when the non-resident has UK : 
taxable income and interest from exempted gilts, although 
no tax is-payable and is not deducted from the interest 
on such investments, the UK tax liability may be increased 
on the income liable to taxation in the UK; in other words, 
to hold these gilts may be costing the holder money. 

This may be illustrated by the following simple example 
for 1973-74. It bas been assumed that the full tax 
allowances granted are, say, {700 per annum and that 
the total investment income does not exceed £2,000 per. 
annum -— in my experience, a fairly typical case. 


197374 - £ £ £ 
Dividends and pensions liable to 

UK tax 1,000 1,500 1,500 
Non-liable income from gilts 1,000  X,500 2,000 
Allowances . P 700 700 5700 
UK tax at 30 per cent 390 690 840 


Non-resident — UK tax (charge- 














able, or net after repayment) .. -195 345 360 
Tax savings 195 345 480 
Tax calculated at 30 per cent on 

exempt income is 300 450 600 
Tax suffered on gilts IOS IOS 120 
Rate of tax-suffered on gilts 1057, = FO, 


60% 
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qt will be-ssén from the table that a — MÜ€ UK 
"taxpayer with {1,000 per annum income arising from the 
- UK; and, holding exempt gilts creating. a further £1,000 


per annum, bzars UK taxation of {105 by reason of his 


holding of so-called exempt gilts. He is in. fact. paying 


tax at the. rat» of 10:5 per cent, and therefore it is im- 


ee 


accurate to regard them as ‘exempt’. | 
Additienally, in countries such as Spain -a favoutite 
retirement haven for British: settlors — there, is a tax liability 


cent on the-gross amount received. As these gilts are. not 
:- taxed’in the UK, the unilateral relief generously allowed 
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freed) i it is not possible to «tale advantage of these French 


 coricessions, which seems unfair now that Britain is part 


of the European Community. A retired oe cannot 


always. wait four years. . o>., = 


-Ft is nota question of ‘ yer pays yer money and yer takes 


yer choice’ if the choice: is not: accurately. presented | to the 


se 


ee the Spanisk Reveriue does not come into operation: and - 


there is a Spanish liability. . > 


I am aware that this collection i is not, as yet, ‘rigorously ^ 


. < enforced; but, while I do not expect Spain to emulate ` 


LN 
m 


F 


. Malta's Mintoff i in'its treatment of resident expatriates, the 


. liability remains and must be foreseen. As all foreign : 
.residents must register with the Commissariat of Police 
and carry numbered residents” cards issued against | the. 


m 


“production of bank certificates of disposable income; the 
-> Spanish colléctor will have his work made easy for him if 
-and when he does decide to start. Also, as I have said 


many times, it is a poor way to start as a guest in a host. 


el by Bilking the Perenne of your hosts. - 


. Bank interest m : J^ "wp 
. Bank interést,. even if. arising from outside Spain, . does 
not attract Spanish tax liability and. may 2 also be held in a 
number.of tax havens with statutory ‘banking secrecy. 
För example, some Swiss banks are offering .74 per cent 
"with no Swiss withholding, tax for a two-year (or longer) 


fixed deposit in £ sterling. For those with ‘convertible 


- funds, the world is their banker and there is ino publicity 
_or. public probate affecting the holding of such accounts in 
“the event of tke account holder dying, It is possible to 
- obtain a higher return than: 74 per cent tax free. in: the 
newér.tax havens, but the conservative investor, who.has 


little chance to’ create new capital should” someone: 


. decide to be rich at his expense, may prefer Switzerland. 

In Fíance, a country which in some provinces has its 
- share of sun and which is becoming a choice for those who 
“appreciate “that the Spanish ‘economy is perhaps being 
~ deliberately inflited as a wedge to open the door of the 
EEC, the double taxation treaty of. 1968 (amended: in 


~ February 1971, and by supplementary protocol in August. 


. of this year), under article 24, allows UK taxon dividends 


Steiner v. CIR- 
In the Court-of Appeal- 


(Before Lord Just.ce RUSSELL, Lord Justice CAIRNS, and Mr 
; Justice PLOWMAN) s 


investor with his bag ready packed for the sun retirement 
countries. Equal y clearly, many advisers do not appreciate 


.. the disadvantages of these exempt gilts for those with other 
“impuesto sobre las rentas del capital, at the rate of 20 per: 


UK income, or those working with rent and investment 


income, and hav not a care or a thought for the potential 


foreign, tax liability. Exempt gilts may be attractive for 
those without amy UK income or. earnings but, otherwise, 
the gilt may wea- just a little thin. - 


f. 
47 
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Income tax — Income Soil P Domicile — Domicile of choice 
in Germany .— Long residence in England — Intention-to return 


to Germany after she "War —- Business established in "England — 


Naturalized in Enguand — Whether. domicile of choice in HERI = 


. Schedule D, Case Z. 0 


-The taxpayer was born in Excilka and prior to 1939 he 
acquired a domicile: of choice in Germany. In 1939;.when he 
"was 50 years old, he cáme to England with his wife, two sons 
. and a daughter, with every intention of returning to Germany 
: after the War. At.the end of the 1940s he and his three children 


and four. grandchildren were all living in England, and he was 


‘and interest to be credited against French liability for tax. 


However, as dividends and interest from external sources 
naturally have to be declared, it again follows that, where 
there is no deduction of tax at source in the domicile of 
origin of the expatriate, a French liability is incurred, 
. impôt sur le revenu des personnes physiques, tor those adjudged 
domiciled i in France. 

: There are a number of tax-free investments available i in 


“France itself, including interest from savings bank deposits. 
to: a limit of Frs. 15,000,.and building society. interest: 


-. However, as the inadequate £5,000 allowance still con- 
,demns British settlors to have their-assets frozen in the UK 


- for-a period of four years (unless they have. convertible: . 


, funds, or have served their sentence and their assets are 


1 


then neáring 60. Ir. 1940 he had acquired a flat in Hampstead, 
where he still lives with his wife. He.had established a business 
in England of manufacturing handbags; and in 1948 he obtained 


-a certificate of British naturalization. In his application therefore 


he stated that he intended: to reside permanently within en 
Majesty's Dominioms. `, 

- In 1954 he acquired a flat i in Berlin i in the name ob ie: son. 
Between 1948 and -951 he'spent six months in all in Germany, 


"arid six months in each year between 1951 and 1963, and after- 
.wards-he visited Germany very rarely. When he was illin 1967 
. he returned twice from abroad to England for treatment. In 


1970 he had a stroxe and could: not afterwards travel; he had 


¿since then remained in his flat in London, and was: unable to 


give evidence before tlie Special Commissioners. 
"The taxpayer was assessed to income tax under Case V of 


. Schedule D in respect of income remitted to him from Germany. 


It was contended for him that he had abandoried his domicile 
of choice in England, and had resumed his domicile of choice in: 


Germany. The Special Commissioners decided that the taxpayer 


had had a domicile of choice in England since the early.1950s. 


Held (affirming the decision of Mr Justice Foster): the id 


Commissioners" decision was correct. 
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. Metre- stick for 
Yard Goods? 


~ 


| . From Our New York Correspondent 
a c, 6 * { * . z - a & 


1 
~ 


= N the theory that basic reforms are little. ed by ` 

swift political storms, it seems that the movement 
* toward metrication is now gathering speed in the United -. 
States. Last July, the Ford Motor Company opened the 
first metric-dimensioned engine plant, which will produce 
(both for home and export markets) 2-3 litre engines for ' 

- ` the economy-sized Pinto model. Although other measure- 
ments in the company's vast, plants continue to be made in 
inches; pounds and-gallons, American industry as a whole 
is now. planning for an eventual, full-scale adoption of: 
'the metric system in preference: to what it. still calls the 
English system. 


. Dual dimension I 


~ 


` revealed that a surprising number of companies, including 

' the smaller engineering dnd: instrument makers as well- as 

- multi-nationals deep in the export and foreign investment 

- ‘fields, are now making plans for metrication of their pro- 

ducts. For.the most part, they will start — though not 

stop — with dual-dimension arrangements, keeping the 

existing, familiar units ‘until the change-over. has won 

general acceptance. Such companies as International 

- ¡Business «Machines, General Motors and Caterpillar 

^ Tractor are already using the metric system for new 
|.designs. ~ . i 

- The Unitéd States Biat of Standards determined - 

; - some time ago that over 70 pér cent of American business 

'favours the: change to metric measurements. The steel 

. industry, impressed by the practice of its customers of 

ordering products in measured inches and pounds, has 

expressed reservations. Industries ‘with stronger inter- 


.. eager to move forward without deldy. Latest evidence 
"suggests that.'almost all American businessmen and ' 
' financial experts would -willingly buckle down to the 
transition, if ony: the federal government would give the 
lead. 


a 


1 


Clear indication 


It would be absurd to suggest that the subject has recently 
. been enjoyibg high priority in Washington. Yet the signals 
are now pointing clearly toward metricatión. After deciding - 
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to “Stay y English’ in 


i 
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inthe. late io century pu opening- 
- the door to metrication in the mid-nineteenth . century, - 


- it has only been in the last five years that the question has. 


^ 
^ 
Va 
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.r 
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been revived, and thát a three-year study has given birth © ^ 


to an official report “A Metric America — A- Decision 


Whose Time Has Come'. 

The principal argument for the change is that America * 
is becoming the odd man out in international markets. 
With: Canada, Australia and the enlarged Common Market ` 
due for conversion by i977 or shortly thereafter, the 
- United: States fears that the English system of measure- 
ment could develop into another of the. much-resented 
non-tariff barriers to its exports. Appropriately, the . 
Department of Commerce is spearheading. the official 
effort to perpe ms metric geton: | 


«NS 


Eoürteon bills - 


: No fewer than 14. bills in favour of metrication have 
been offered this year in the House of. Representatives. A 
bill passed by the Senate lapsed last year. because the 
House failed to act on it. There is considered to be a fair 
chance that.a law will reach the statute book by me end 
of 1973. 

Its main provisions are likely to be the snp on of a 
voluntary change-over, as in Britain, with each industry . 
taking the initiative for its own programme. The transition . 
period may last about ten years, the first step being the 
establishment of a conversion board made up of rep- 
resentatives of business, the professions and government: 
The board's plan might- be prepared and adopted by 1975, 
suggesting that America will be largely. metric: by the- 


, mid-eighties. 
“A recent survey by Barron’ $ weekly business magazine | 


As in. Britain, it is likely that, for a time at: least, “milk. 
will continue to be sold.by the pint, textiles by. the vds 


and land by the aere. In. the meanwhile, the switchover A 


. will require a great deal of detailed and co-ordinated work, | 


for which those with experience ‘of Britain’s earlier con- 
version should be well qualified: |, 


à 


Conversion costs - x ow 957 4 » 
i 


"Those who remain. ree of the benefits of metrica- 
tion ‘point to the immense costs of conversion. The steel: 
industry. has estimated that it would have. to pay, out | 
the equivalent of nearly £1,000 million, and that it-would * 


derive little benefit from the outlay. The oil industry’s É E 


estimate of the cost is not much over ‘£100. million. The: 
total cost tó the United States might be nearly 50,000" 
million. In this guessing-game, the. only clear indication. 
is that the entire cost will have to be picked up by ia EA 


“national links, such as ‘petroleum and ‘aluminium,, are . without financial support from, the government. 


After: so many years. of scoffing at the self-imposed 
- complexities of {sd currency calculations, it is a change to- 
find America expecting to receive: similar treatment for its 
own weights and measure system. In defence of their 


-— 


delays over metrication, Americans point out that, even in’ . 


those continental countries that have long prided them-~ 
selves on their logic of measurement, units like”. the. : 
barrel, the knot and the hour: carry on regardless. Many. 
more decades - will doubtless be required. before the.” 
whole industrialized world: can truly claim to. have: . 
metricated. | l | as A i i 
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Prog ress 


OR the.first time Finance and Com- 

. merce. reprints thé accounts of a 
'Lóndon stockbroking ` company 
Sandelson &'Co-Ltd + which was.one of 


J _ the first broking firms to take on: limited 


Pia 
ro, 


~ 


e v 


: company form, -and could be one of the 
first to apply. for .a Stock "Exchange 
' quotation for its capital. These accounts . 


are the second to be put to a Sandelson 
«annual meeting. - 

' Profits,- 
' than 12 per cent up on.the previous year, 
' and Note 1 to the profit and loss account 
: shows the source of income. To those 
who do not fully appreciate the rami- 
fications of the business of a substantial 


i: + Stockbroking . firm. the various "sources 


, ` 
fa 


"S 


- 


da Extreme swing 


i^a 


. ^ 


- 


. of income may come as a'surprise. But. 
"stockbroking firms of this calibre do not 


 livé by. btokerage commissions alone. - 

- Under “Activities” 
“report, 
business is stockbroking which is carried 


- On as.a corporate member of The Stock . 


> Exchange . Stockbroking covers a wide 


. area of operations in securities às. agents 


“and also as principals. 
‘Fluctuation i in tke level of turnover in 


~ ‘stockbroking” in all its ranges is‘ notori- : 
+ .ously wide. Arid such is the current level’. 
of Stock Exchange turnover that broker--' 2 


“age commissions must be running con- 


-"siderably below ps for the yeak under 


ba review. EE 


o4 


4 
- 
2M 


y 
` 
Y 


- > 


Mr Victor Sandelson, 


level of profit shown i in-the accounts. is 
‘certainly not necessarily maintainable 
and the- first quarte- of the-current year 
shows. a considerable decrease in profit- 


«ability compared - to the same. Benes last 


“year? > ~ 


c . There is Sna evidence of a 
ed considerably lower level of activity at the ` 


“+ end of last -April, compared with .the 


we 


A 
E 


-situation 12 months earlier. The reduc- `-. 
tion: from £9°6 million to £3:2 million, 


. and from £78 million to £3-4 million in 


x . the amounts due to and due from clients 
in the ‘market, . is indicative of the down- 


A 


it. will be seén, were more i 


SOR commission. 


in the- directors’ EN 


it. is. stated: “The company’ MG 
E Commenting on the ña S healthy liquid 


position,. Mr. . Sandelson says :in- his. 


l in his statement 
, with the accounts, admits as much. The 


Pioneer Stockbroking Company' s 


“finn in business = 
downturn at that;- de c 


: With that change has come adr. ease- 


ment in the Sandelson liquid position. 
..with an improvement of as much ás £144 : 


million in money on deposit and the ~ 
elimination ‘of "bank - advances. - -In the 


extent of that change there is the evidence 
that swings fróm one extreme to the other 
‘in a relatively short space of time will ` 
change a broker's situation from: one of. 


intense monéy. pressure and apparent : 
under-capitalization tó a considerable 
surplus of funds. : 

Ünder present conditions of- double 


figure interest rates, a surplus of funds is ; 
‘not’ unrewarding — 


in’ fact, it can be 
vastly. more.. rewarding | ‘than. earning 


i 
> 


Quotation: NS F "S E 


Vy 


statement, "experience has shown us time 


and - time- again: that our financial re- . 


sources are ‘still, inadequate for à fir - 


engaged in operations of the size ‘which . 


we undertake’. The: company was sub- 
jected: to- considerable stresses in 1971 ~ 
and.to a still greater. extent in 1972 “when 


at various moments, amounts of up to: 
Pee 4 inillion had! to be borrowed because.. 


= and a substantial | 





= ` 
= a 


p 
V LN 


“of registration fae settlement: 'delajs'. A 
The rates of interest paid. and the strain 


-on-office efficiency were ‘part of the high | 


«price "which an under-capitalized broker- 
-age firm has to reckon with as real facts 
of life": pu a 

It is just this: situation that fae deter- 
 ininsd. ‘the Sandelson- directors 
- suitable moment to apply for a quotation 
on The Stock Exchange when conditions 


"are. appropriate.’ Mr Sandelson says that 


+ “Ka 


Ceu 0 September 13th, 1973-. : 


- 


*at UA 


“the purposes of an. offer for sale of new ^ 


shàres-to the.public would be solely to 
raise ‘fresh. capital to finance this com- 
-pany's.-füture ‘endeavours. Until that 


moment. it “is ‘demonstrably necessary 


to husband our. resources to cope with 
the.demands which might at any | moment 
be made on them,” 
- “As. issuing. 


brokers 


themselves, ; 


Sandelson- & Co know all about the . 
judgement of timing and the pitching of: 


“prices for share offers. But to judge their 


own time. pl may pee decidedly . 


` difficult. - Pu uM 121 


Corporate finance 


In the yéar under. review, Sündélson & 


Co, sponsored directly three new issues: 
Peters Stores, Batley of Yorkshire, and 


Contractors Services, and were asso-. 


ciated as brokers and financial advisers 


: with many other corporate. transactions. ` 


The. corporate ` finance 
through which this side of the business is 


conducted, is. «expected to make a useful _ 


contribution to total. income and ‘the 
"current year has started: off promisingly”. 


- Arbitrage income of £96,000 resulted 
almost entirely in the Hong Kong market.. 


In the nature of this type of business, 


futüre profitability cannot possibly bé. ` 


` forecast, but it is hoped to develop and ': 
expand arbitráge business: dei the 


opportunity arises’. -. . 
Of-the dealing profits of Z 53,025; over 


£20;000, Mr Sandelson' reports,. arose `. ` 


.-from transactions: on the London, Metal 


* Exchange — which seems to be stretching: 


"The company's business.is stockbroking 


. which it-carries on as a corporate member 7 
of The Stock ere a fair Y 


>, . 
t- 
t 3013 " - 


department, - | 
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. Does your 
client need 
a commercial B 
loan? 


| professional} 
-advicefor | 


e 
¿ 


“accoun ancy | 
| Students - 


B If your prime « concern is to make sure: you: qualify .- 
‘for any.of the above qualifications — — read: on. The 
School of Accountancy has had over 60 years’ experi- ` 
ence of coaching students for accountancy and other - 
professional - qualifications. And it's this experience 

. that can really help you through: the year and: ' 
especially at exam time, tógether with the advantage 
of personal and. individual tuition. Studying with 

- SOA course material and model answers will enable . 

. you to enter your examinations fully prepared and 





a 





If he dod it will bé aus your while 


, completely confident. Comprehensive and-easy to W- finding: out about our commercial loan service: | 
digest the subject material avoids inessentials. It is mu Y | As independent fiñancial planners. jt is our 

' constantly kept up to date with syllabus changes, W- | MAJ. business. to know what is going on in the money 
trends in examination questions and new legislation. M- | ME market, and knowing how to get the best fromi it, 


For our clients. For your clients. 
-We have the facilities; the experience and the ` 
- contacts for finding money for commercial or 
industrial schemes and arranging the best possible ` 


` With the backing of our correspondence course 
. you'll.be fully prepared to add to our 100, 000. 
. examination passés achieved in one, or more of the- 
‘examinations by SOA students, many of whom have : 


` 


ained awards. ' ; Hs - terms. 
: á : | ae E | . Post. this coupon today or telephone Derek 
Find out about the School of Accountancy and how BP. ‘Williams, our Commercial Consultant, and he will - 


we can help you succeed. Fill in this coupon and send. - i be pleased to go more fully: intoourservice. |. 


it off today. We'll send.” you our booklet — it’s the 
* EXPLORE ALLYOUR FINANCIAL OPTIONS. 


first step on the ladder to success. 


"o ‘Antony Gibbs (Mortgage Services ) Lid 


~ 





H S , London WIA 4BG. Tel: o1- . 2. 
The School of Accountancy- E ea DR d M 
AE = 4 ounded in 180 l l : 
& Business Studies ssr.:9x0. ~- Nai. 7 CM alos 
I For full information post this coupon today to: i nl 7 o 
The School of Accountancy & Business Studies. COMPA ius _P 





' 144B Regent House or 144B Regent House 


Stewarts Road ; 3 - - - 34] Argyle Street ` t. Business address 
l Eondon SW8 4UJ ` Glastow G23LW 
i Telephone: 01-622 9911 o. , Telephone: 041-221 2926 

EXAMINATION oe "Jis ce 

NÁME- * E Telephone 






. London WIA 
Registration No. 
956236. 


ADDRESS . ` UN l cQ MP Registered office: y Hanover Square, 
AGE 
? Accredited bv the CACC > €— 
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he As leading money brokers, we can bur you In instant: 
` touch with the money market. get tee 


m through short or long-term deposits with local. 
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 ButlerTil- - Ope trt d. ^ zi s 
- your open line to the money market. ESL MN 


Whether you" re raising Capital fora special iojedt or 
looking for the most profitable and convenient ME touse - 
a cash surplus, call Butler Til. í 


m T. 
"e 
E 









, If you're a depositor, we can arránge iss 
authoritiés, banks, finance houses, major 


certificates of deposit. : 


If you are looking for funds, short or lorig, v we j 

can also help: Our dealing rooms in London, 

Manchester, Edinburgh, Jersey-in association 
. with Guy Butler & Co. (Jersey) Ltd.—- and ' 


Brokers Ltd., provide immediate and up-to-the- 
minute Information, as well as facilities for most | 
. competitive dealing. — . . MER 


At Butler Till, wa offer ali you need to make the most 
efficient use of :he money market. : "' . Que 6. m 


- 


Call us soon. ' xn m Ee ee DE E Og 2 | $^ . 7 


Butler Till Ltd. a a e M. 
Money Brokers - 1 "e ec o EE EN 
34 King Street, London, EC2V BER Tel: 01-606 8341. Manchester: 061-220 3521 Edinburgh: 051:225 6167 i TE 
- Jersey: Jersey Central 37461-65 Dublin: 0001-782055 : . pi E pem de eeu 
A member of the Clive Group "n # DEC. M LL A E l 
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.. To discover | Aa SU) 
the vor Ed Em EMI 
that only: . at LIEN. E 
Investment |< We) COMPANY AGENTS 
Trust. ae ees a BE t . | supplied by return of post z 
pss € |. Company Seals and Books ` 
Companies. al. @ reap Bills ped printed 











` Draft Memorandúm and Articles E l 3 | 
Rubber Stamps 2 








"can offer,. E | A ga i € All office requisites: | ie E 
- send for the free booklet. IE XS READY- MADE COMPANIES ` E 
E investment advisers. Las cL 
A A A a L4 is A 3 | : 
Please send me a free booklet on "Investing in QA Dae s d 
Lb Investment Trust Companies": l DE | * acc S 
A Name. —— i eue LLL A PM QU ON 
v ghe s ch me ee 38/40 FEATHERSTÓNE STREET oe 
x Address. MGE CM DM MEE P |^ LONDON ECT ` a 





01 05% 2977/8/9 and Telex 262687. 7 
01-251 0344 d VN i DN 
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. Postto: The Association of Investment Trust Companies | 
1 Angel Court, "hrogmorton Street, London EC2R THS 
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Rive. for growth is political 
hope or economic possibility ac- 
cording to the runner's shoes. There 
are few runners in the City either 


‘prepared to join in the race or lay any 


confident odds about the result. 
Strong resistance to an equity fall 


in the 400-410 bracket in the FT Index 
` is a reasonable investment attitude, but 
- there is a difference between resisting 


a fall and powering a rise. With the 
IMF meetings, the political: party con- 


. ferences and, more ‘particularly, the, 
. shape of Phase 'Il—all-factors in the - 


` immediate future—there can hardly be 


much in the way of a firm launching 
pac al a rise. 


GUARANTEED 


First principles demand a stronger gilt- 
edced market as the base of the pad, 
and under current conditions of weak 
sterling — albeit “guaranteed” for six 
months — there does not seem much 
prospect of the high interest rate 
sca“folding being dismantled; Without 
the scaffolding the sterling | edifice 
could collapse. 

Taere may be rallies in the Sauf 
market but without a definite improve- 
ment in the gilt-edged market those 
rallies seem unlikely to develop into 
any real upward trend. But investment 


institutions now seem disposed to buy: 


frort-rank equities on an F7 Index 
bas s of under 410. 
Tais is defensive rather than offen- 


‘sive equity investment. The bulk of 


inst tutional funds still reaches after 


. double figure interest rates. 


REVALUATION 


Revaluation of tre New Zealand and 
Australian currencies obviously does 
not. smooth the United Kingdom's 
economic path. Nor does it hasten the 
prospect of a rally in Australian share 
prices. Australian mining issues, which 


Were showing signs of beginning to 


reccver from the effect of the increase 
in taxation under the Australian Budget, 
have-received another hammer-blow. 

- Australian mining companies sell 


. their metal either in terms of a US dollar 


price. or in terms of London Metal 
ERU prices. At constant metal 


THE 


ee | 


) price levels there will be a reduction in 


mining 'company earnings and, via the 
Budget, an increase in taxation. That 
is not the most promising of combina- 
tions from a share investment aspect. 


MERGER 


It is a sign of troubled building society 
times that the Leicester Permanent and 
Leicester. Temperance Building 
societies, announcing their intended 
merger, had to'emphasize that their 
marriage was entirely voluntary and 
had nothing to do with any pressing 
circumstances of the moment. ` 

The two Leicester societies, which 
will combine with assets of some £600 
million and will ba the seventh largest 
society, have both reached the point 
where parallel expansion is likely 


increasingly to lead to expansion in 


duplicate and is unnecessary and 
uneconomic competition. The Leicester 
Building Society, as the merged society 
will be known, will be able to grow not 
only more strongly but more econo- 
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mically. This is the biggest building 
society merger yet agreed and is a real 
merger and not—as building society 
mergers tend to be — the absorption 
of a small society. by a nal 
larger concern. 


WAREHOUSING | 


Clearly the Stock Exchange considers 
that the DTI has missed the point in the 


outline of intended new company 


legislation on the subject of ware- 
housing. The DTI does not seem to 
have grasped the meaning of 'acting 


-in concert through which various 


operators, apparently unconnected, 


.can literally gang-up on a company 
for which a third party intends to bid. 


If the DTI does not appreciate this 
point, new company law may prove to 
be lagging behind City practice the 
minute it is enacted. There is little doubt 
that the Stock Exchange and the 
Takeover Panel have their own ideas 
on the subject and will BUE them into 
operation. 


Rates and Prices 


Closing príces, Monday. September 10th, 1973 


\ 
' Bank of England Minimum Lending Rate 


Money Rates 


Mar. 23,1973 .. 84% May18,1973 .. 74% .Daytoday .. 91-10 96 Bank Bills 
April 13,1973 .. 8 % June22,1973 .. 74%  7days . 94-104% 2months 125-124% ' 
April 19,1973 .. 84% July20,1973 .. 9% Fine Trade Bills: 3months 12§-123% 
May 11,1973 .. 8% July27,1973 ..114% 1month.. 15 -123% 4months 134% 
2months.. 15 -123% 6months 134% 
oy 3 months.. 15 —13 % i 
Finance House Base Rate 
September 1st, 1973. 12% Three Months’ Rates — 
, Local authority deposits .. 134-134% 
: . Local authority bonds .. .. 133—138% 
FT Industrial Ordinary Index Sterling deposit certificates .. | 134-138% 
September 10th, 1973. 411 -1 Euro-sterling deposits .. e. 15 -153%. 
: Euro-dollar deposits : 114114% x 
Treasury Bills Foreign Exchanges 
July 6 . £6-8587%  Aug.10.. £10:9076% New York.. 2-4210 Frankfurt ..  : 5-8400 
June13 .. £6-9462% Aug.17 .. £10:9520% Montreal .. 2:4295 Milan . 1355:50 
July20 ... £8:3772% Aug.24.. £10-9754% Amsterdam 6:3825 Osio 13-3250 
July 27 .. £10-8915% Aug.31.. £10:9744% Brussels .. 89:6000 Paris 10-2825 
Aug.3 .. £10:7800% Sept.7 .. £10-9862% Copenhagen 13-7400 Zúrich 7:2350 
| : ^» Gilt-edged 
Consols 4% .. 341 Treasury 9% 1994 .. 82$- 
Consols 24%.. 214 Treasury 8226 84-86 >.. P .. 83$ 
Conversion 34% .. 293 Treasury 81% 87--90 i T .. 776 
Conversion 51% 1974 95% Treasury 64% 1976 2 ps e o BO94g. 
Funding 34% 99-04 36i Treasury 3196 77—80 68i 
Funding 51% 78-80 74$ Treasury 31% 79—81 663 
Funding 51% 82-84 70%  . Treasury 5% 86-89 58: 
Funding 54% 87-91 593 Treasury 54% 08-12 is s3 .. 49% 
Funding 6% 1993 .. 593 Treasury 24% Sho 2 Xa. ao jae. QTd 
Funding 61% 85—87 70% Victory 4% m s "t da ,, 96 
Savings 3% 65—75 .. 898 War Loan 31% T a . 31% 
Retail Price Index (Jan. 1962—100) 
Jan. ` Feb. Mar. April May une July Aug. Sept. Oct. Nov. Dec. 
1971 147-0 1478 149-0 152-2 153-2 154-3 155-2 155-3 155-5 156-4 157-3 158-1 
1972 159-0 159.8 160.3 161.8 1637 134-2 165-5 166-4 168.7 168-7 1689. 3 170-2 
1973 171:3 1724 173-4 176.7 178.0 178.9 179-7 
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Accountancy Examination Tuition by the Metropolitan - College 


INSTITUTE OF CHARTERED ACCOUNTANTS 


* The Metropolitan College offers you the | After the ‘examinations leading to the professional 


benefit of more than sixty years” accumu- 
lated experience in examination coaching. College students ive ied nc Entei, Mepopontan LINKED PRIVATE 
* A guarantee of coaching until successful. l STUDIES 
* Helpful, up-to-date study ioes mostly in 11, 000 SUCCESSES The Luton College of 
2 epa pocket-sized ante Ei | and more than Technology and Metro- 
equate tzst practice and tutorial criticism. politan College now 
* Invaluable self-examination questions. 350 HON OURS offer facilities for 
x* Official publications of the Institute, | including | integrated oral and 
Sp the Intermediate and Final | 56 FIRST PLACES correspondence tuition. 
exa nS. 
One week ‘pep’ Courses 
. J.Dip.M.A. l 38 Second P laces — to assist students in 
the highest award available | 66 Third & Fourth Places | areas of weakness. 
to Accountants in Great Britain E ) j 
- CERTIFICATE IN MANAGEMENT AND NUMEROUS PRIZES, MEDALS AND Dd ae 
] INFORMATION | n SCHOLARSHIPS 
l ntensive concentration 
"The above-mentioned examinations are open Write TODAY fora free copy of the College ‘Accountancy’ on particular subjects, 
to members cf the Institute and have been Prospectus (stating the examination in which you are For details of these, and 
d h d i inci i 
instituted to nio e standard oL account- interested) to The Principal, B. Mendes, B.SC.(ECON.), other linked courses 
ing services and to encourage study in the F.C.4. (Dept A1/24), Metropolitan College, St Peter's ; 
increasingly important field of business ad- Street St Albans AL1 3NE, or CALL at 30 Queen Victori write to: Metropolitan 
ministration and organization respectively. q onde a College, St Albans 
When applying for particulars of the College's treet, London EC4. Telephone 01-248 6874. After office > 
expert postal courses, please specify the . hours (5 p.m. Monday to Friday) telephone messages are AL1 3NE. 3 





examination ir. which interested. recorded electronically. 





Members of the Association of British Correspondence Colleges m FOUNDED 1910 
Accredited by the Council for the Accreditation of Correspondence Colleges Í . 
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CLAIMS AND RISK 





EVALUATION CO. 


We care for 
A completely emotionally 


NEW DEVELOPMENT | disturbed 
IN INSURANCE =| | - children 


Claims and Risk Evaluation is an entirely independent SEE (with à little help from you) 
company, which offers a unique service to industry and K ` ' d 
commerce. No longer need you doubt if you are fully 
covered, over insured, or paying too much for too little. 
CARE will take these worries off your shouiders. The 
services include guidance on every aspect of insurance to 

` ensure that you are adequately protected and properly 
compensated in the event of loss; and in addition we will 
look after your day to day insurance management. 


WE DO NOT SELL INSURANCE. We provide  , 
an independent advisory service on loss prevention and an 
evaluation of your true insurance needs. Learn more 
about this unique service. 





Send for the brochure NOW. RAS save time and money. 


BRENT HOUSE + KENTON ROAD- : - KENTON ` * LONDON HA3 8BT 


Help Now! Donations to:- - 


NATIONAL CHILDREN'S HOME 
85 HIGHBURY PARK, LONDON N5 1UD. 


` 
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Take a look around your room and see. You've got: a 
. private bathroom, with radio arid telephone extén- - 


| sions, so-you can-enjoy music while you soak, and you. - 


won't miss that important phone call. 

. Your bedroom has colour television, and 8 telephone; 
* with direct dialling’ facility—so -you. can, clinch ‘a - 
' business deal without -haggling with à. switchboard . 


`. operator. Andyourroomis air-conditioned*; giving Vus Í 


a whole roomful of fresh, clean air every 20 minutes. 


ia a Magnum Hotels i in Birmingham, Leicester, Manchester &. Newcastle; i, 
. UA p Other hotels in the Magnum group are:;— > — xu ut 
in "London the Belgravia Royal and the Royal Kensington and the Hotel Codan, |Copénkagen: 


- MAGN UM YOU'LL REMEMBER US WELL 


VOU ake: a bath 
> 


tl your favourite D. 


i 
i 4 


1 6 
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You UE a choice of restaurants to dinei in, with'e ex- 
-cellent chefs‘and superb cuisine. Elegant-bars for an; , 
„after-dinner drink; And an informal Swiss Coffee 
: House, serving del cious coffee and light snacks. | 
Magnum Hotels offer you the kind of luxury you. won (d E. 
find ánywhere else. Comé and. stay with us soon, If'it 
isn 'ta special occasion, we'll turn it into one. .. 1^ 


` *Air-conditiohinga ir Newcastle Magnum in public ro rooms oily. | 


CENTRAL RESERVATIÓNS: 01-235 0303 or 01-235 5480 . TELEX: 919465 .. 


ix MAGNUM HOTELS LIMITED; Magnum House, West Halkin Strzet, London SWIX ap: 
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THE COMPANIES ACT 1967 


~ 


file accounts. 


"The 1957 Companies / Act made it necessary dor over: 350, 000 previously exempt private companies to 


wh 


The Act has also id new ‘accounting and disclosure requirements on n lirnited liability companies. 


ALL CONCERNED WITH.THE PREPARATION OF COMPANY: ‘ACCOUNTS "WILE.WANT © 


.TO KEEP THEMSELVES INFORMED CN. THE NEW STATUTORY M THIS » 


BOOK IS DESIGNED TO: HELP THEM. 


GUIDE TO THE ACCOUNTING REQUIREMENTS OF 


| "THE COMPANIES ACTS 1948-1967 - 


A summary of the statutory requirements relating to. the productión of annual accounts of companies. 


An invaluable reference “book oh company- law. as affecting accounts. prepared by direction of THE ` 
"GENERAL EDUCATION TRUST of me INSTITUTE OF CHAF. TERED: ACCOUNTANTS IN : ko 


"ENGLAND AND.WALES. ^ Coop N 
a ace ES E Price 75p nei ` I including posilpacking £: VA T v (dp ) v. K | t 
Ü GEE & CO (Publishers) LIMITED, 151 STRAND. LONDON WC2R JJ. 
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Near Lows for 
the Year 


UN the brine of this week ilie FT Industiial VIDT 
share index was 411:1 and the Government Securities 
index 63:49 as compared with 414-6 and 64-36, ‘respectively, 


- a fortnight earlier. The three-week Stock Exchange account | 


covering August bank holiday is rarely a:goód one for stocks 
and shares, and this year is no exception.” 

- Moreover, the recent quarterly report of the National : 
- Institute fcr Economic and Social Research came out with 
some perceptibly worse figures than expected three months 
- ago. Consumer prices, it says, will still be rising at about 


Jo per cent this coming winter, while average earnings wu 


“be going up at a rate of 13 per cent. 
. The current account deficit on the balance of payments 


for the year as a whole is now expected to.be £1,000 million - 


- against the £800 million previously forecast,. the main 
blaine for which is pláced on the rise in import prices which ` 
are expected to be up on average by 2 5 per cent this year. 
, However, the current-account deficit i is expected to fall to 
43 50 million in 1974. 

Meanwhile there is talk i in the. market of the FT index 
"falling to 380 as part of the last phase of the bear market, _ 
but it is conceded that.once the FT index falls below 400° 
- this could be the signal to buy selected equities. 

Amid the general gloom, the ‘free’ price of gold bullion 
p with it the prices of gold shiares have been picking up 
again;.and despite whatever threats Phase ‘Three of the 
anti-inflation programme may have. for commercial pro- 
.perty, property shares remain firm. 

Insurance companies. are. known to be having difficulty - 
in finding first-class properties for investment, and “Legal. 
and. General's long-awaited terms for:the take-over of 
Cavendish Land will probably be an added fillip to’ the 
‘guessing game of which good-class property company will 
be taken over next. 

" Below is. a selection of British funds and fixed interest 
“stocks: i | : | 


^*À .  . British Funds 


(75 7 ^ v Yield. Yield... 1972-73. 
au Price: (flat) (red'n) . High Low 
Fundino ‘BE per cent l i o l 7 " 
i 1987—97 ium NS 03 "947 31077 72 E. 62 
Treasury , 9 per. cent MALE AE AE 
1992-96 Po 81 11:12 :11:37 . 96 80 
- Treasury 62 per cent . . UM 
1995-98 ^... .. . 66 .1073 1120, 75 ....64 
Treasury, 8 per cent ^ ` Zu Mino 


LT 


.. 2002-06 ..  .. 78 1128. 1140 85  '73. 


Fixed Interest Stocks (Industrial, Commercial) A 
E q Yield . . - 1972 
‘+ "t Price (flat) ` - High . Low |: 
A 7 per cent loan br idl ERE. 
2002—07 “fs : . 66 31170. ..90" -ƏŞ 
MEPC ‘92 per cent. debenture | aa A à 
1997-2002 .. . .. . 81 1200. 100^ 81: “> 
Reed International 7). pel cent ue " JN. 
loan 1996-2001 >.. .., $62 -12-00 89 
BIIC 7 per cent debenture 1985- n 
10:7 80 
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| Ordinary shares. 
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This wéek four property shares are elected for tlieir 
underlying assets value as compared with the market price, 


with a bias towards those companies which have either a ^. 
good proportion of. their properties in London where the 


scope for appreciation in value is greatest, or a good propor- 
tion| of their developments overseas, where they * cannot 
be affected by the apt ination programme: T 


~ PIJE 1973 

E owes Price Yield Ratio High Low ` 

Haslemere 10p shares .. '313 10 693 312 157 

' St Martins 25p shares .. — 186 —.1:8 558 216° 135. 
MEPC 25p shares 200 28 258 263 168 
Property Holding and a P M. ) 
inyestment 25p shares 294 | 22 493 ' 335 200 

Haslemere 


This company owns shops, offices, flats and sites s mainly in 
Central London? The shares were selected i in The Account- ^ 


ant for August 3rd, 1972-at 175p and so have been a. good |. 


buy. On a yield basis, the price of the shares is now un- 


doubtedly high, but a recent valuation shows' net assets at x | 
-336p per share, including: the: development programme at" ^ 


cost and taking no account of reversions in the near future. 
Moreover, Hill | Samuel, Phoenix : Assurance 


in the company and there are persistent rumours S of atake- . 
over at about 409p per share. | 


` 


St Martins. 1 a y 
This’ is-another high-class share which owns properties. in 


London and the provinces. It has a £50 million develop- M 


ment programme of commercial and industrial property 


-in the United Kingdom and a seven-and- a-half-acre stake. © . 


in the Hays Wharf area. f 
The company is also developing a [ni colin office 


: building in Brussels; it has acquired: an office block in ~- 
Paris for £4} million and has large sites in Australia. When." , 


these developments are completed there will be a substantial 
increase in the assets value per share and meanwhile there | 


are continual bid rumours, which should at least sustain ~,“ 


the. present price. 


sd 


MÉPC- | l E 
. This is one of the id of British Soan companies ae | 


with a £300 million development programme, including the - 
15-acre Grosvenor Estate site which fronts Oxford Street . 
from Dovér Streét to Marble Arch, In London alone there: 
is over two million aqua feet of office space to be com- 


^ 


and.» 
Throgmorton Securities have built up substantial stakes ~ ©. 





96. 


o pletéd over the next few years, to say iiis of major 
interests im Canada and Europe. Star (Great Britain) and 
Eagle Star each Ep a — stake in the equity. ` 


Property Holding & In vestmient 


This company Las a quality portfolio. of properties in 
Central London and also has investments in.several other 
quoted property companies. Reversions carried out before 
^ thé freeze will boost rental income by over 20 per cent this 


4 


~ 


BUILDING SOCIETIES are facing problems 
on two fronts. In the first place, there 
is the difficulty cf attracting sufficient 


. funds. in' view of zhe exceptionally high’ 


rates of interest obtainable elsewhere. 
Although, in general, they have cancelled 
the reduction in rates which was planned 
for investors, it is by no means certain 
that the current rate will be sufficiént to 
. attract the inflow of funds which is 
necessary to sustzin the mortgage de- ' 
mand despite the: recession in the resi- 
dential property market — which may be. 
no more than temporary. 

Secondly, there is the problem of 


making sure the funds will be available for ' 


those who really nzed them. In the past, 
most building societies have operated on 
the principle that investing members 
requiring a house purchase loan, would be 
given preferential -reatment. There was, 
however, no guarantee about that. Now, 
the Leicester Temperance Building So- 
' ciety has introduced. what it calls its first 
home plan. 

Essentially, this home plan guarantees 
that funds will be available promptly for 


a mortgage on fevourable terms after- 


only two years of regular saving — pro- 
vided, of.course, the applicant's status 
and the property meet with the usual 
acceptability level of the society. Savings 
with the society under this scheme will 
earn interest at 7.50 per cent net — 
equivalent to a.gross return of 10.71 per 
cent for anyone pzying basic rate tax at 
‘the current rate. 
This plan: allows for regular amounts 
of savings in units of 25p up to £50 per - 


month, and guarantees a loan of ten times ` 
the Balance in the account after the . 


end of two years, up to a maximum of 
Á13,000. 


qe : 
FOR years, the School Fees Insurance 
Agency at Maidenkead was the only firm 
of insurance brokers to have an indepen- 
dent trustee scheme for the prepayment 
of school fees. More recently, C. Howard 
& Partners have taken up the same idea. 
After various difficulties witli the first 
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year and future prcspects are good. There ¡ is also a modest 
development programme. 

Property and Reversionary Investment owns i 'S per 
cent of the compar-y's shares and is continually adding to 
‘its holding. As. a defensive measure, the company has 


placed shares with Pearl Assurance and it could be that 


A 


trust deed which. was drawn up, a new 
deed is now in use. One of the problems 
in the past has-been that where school 
fees in any ¿chool term were less than the 
provisions made under the scheme, the 
over-payment had to be returned immedi- 
ately to the settlor. If, by then, the settlor 
had died, this meant. that estate duty had 
to be paid. on the small amount returned, 


and thus the estate Ponens had to be: 


reopened. 
o & 
UNDER the new trust deed, C. Howard 


& Partners have arranged that any excess 
in any term is simply carried forward and 


applied towards the fees for subsequent , 
terms. Since in all probability school. 


fees will continue to” rise, the bulk or 
all of any over-provision is likely to be 
used up. 

Nevertheless, it is still possible that 
there might be a surplus at the end of a 
child's schooling. In this event, provided 
the settlor had originally elected to leave 
ina clause which has been incorporated in 
the new trust. deed, any surplus arising 


at the end of the school period can 


be applied within yery wide powers for 


the general education -benefit of the. 


child. : 

There is even scope for a limited pro- 
vision of extras, etc. By-the use of this 
carry-forward provision, it is most unlikely 
that there will ever be any surplus to be 
returned to the settlor. If there should be 
a return, only a single return would have 
to be made. 


ou » k 


THE managers of ‘the M & G Recovery 


. Fund have reported to unit holders that 


during the six mon:hs up to June 18th, 


1973, the price of the units rose-by 2-2 


per cent, compared with: falls of 8-6 per 
cent and 12 ‘4 per cent in the Financial 


- Times Ordinary and All-Share indices 


respectively. The managers added that 
this was the fourth anniversary of the 
formation of the fund. Since that time, 
_the price of the units had risen by 180.4 


there will be a take-over battle for the company. 
Next time we propose to leave properties and concentrate 
-on selected equities which might prove rewarding when the 
market starts to pick up again. 


zu 


per cent, while' het two F T indices had 


risen by 10:9 and 30:5 per cent, respec- 


tively, over the same period. It should be 
remembered, however, that the price of 
the units reflects accumulation. of net 
income. Also, deductions - for tàx on 
capital gains amounting to just over rop 
per unit have been made over’ the life 


of the fund. 


In practice, considerations of income 
are ignored in selecting investments for 
the fund, and many of the investments 
may well. have exceptionally volatile 
distribution records. As a result, the level 
of income reinvested each year is liable 
to considerable variations. 

While the managers do not sée à | rapid 
return of confidence in UK shares, they 


‘have pointed out that shares held by. the 


fund do not necessarily move in sympathy 
with the general level of the share prices. 

. Although the. successful selection: of 
shares can bring high rewards, the man- 
agers are the first to point out that there 
are occasions when recovery fails to 
materialize. For example, the fund had a 
small investment in Mitchell Construc- 
tion when a receiver was appointed to the 
company. As a result, the value of the 
investment, 'amounting to rather more 


than £4,000, has been written off. 


bob + 


IN view of the changes: in building society 
mortgage rates, and the fact that they do 
not always. represent market. rates of 
interest, some insurance companies which 
operate 'topping up' mortgage schemes 
(such as the: Scottish Equitable and 
Lifeguard) have adopted fixed rates of 


- interest for their issue, and do not quote 


their interest rate as being linked in any 
way to the rate of interest charged by. the 


. building society at the outset of the first 


mortgage. 

,Many companies have become more 
selective in offering these 'topping-up' 
facilities, and some companies are operat- 
ing on a quota basis, so that some branches 
may have funds available for this purpose 


. whereas others may have éxhausted their 
quota. | 
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ICMA's Range of Interests T XP a 


Sir, — "Under the heading ‘A New Society?’ (The y em 
August 3oth) you quote the three small bodies who contem- 
plate a merger as suggesting that The Institute of Cost and 
"Management Accountants "is concerned mainly with manu- 
facturing industry”. 

Although the ICMA indeed had its origins in manufactuting period concerned. Each shareholder (e. g.), wishing to make valid , 


industry and although more than half of its members are still . 
employed in this sector, its range of Interests is much wider 


‘than the reported statement would suggest. This is shown by the 


following recent analysis of members” employment: 


E D : Per cent 
Manufacturing industry in ET. s 5%. 
Service industries, including consultancy .: n Aen 25 
' Government service .. T asi - 23 5 
Education  .. .... pe e ac 3 


Other et oe ad oe OK dh 
: E "Xous alfa 
| dE B. DEGENHARDT; 


] | Secretary, 
| ro. n THE INSTITUTE OF COST AND — 
London WI. . MANAGEMENT ACCOUNTANTS.~ 


EN 


Inflation Adjustments . a, 2 
Sir, — As Tam back in Australia, there has been a delay between 


the appearance of Professor Edey' s letter in The Accountant for 


August oth and my attention being drawn to it. I would greatly 
appreciate your. publishing this reply, because Professor Edey 
completely misrepresents my position in this matter of account- 


ing for changing prices: 


^instance, that if the company owns a particular- asset (e.g., a 
. piece of land), the measurement of its income requires "ile 
“assumption that the asset in question must always be piensan 
I have never argued in this way. 

In my ‘model’ for accounting for changing prices, profit jor a 
past period is determined only after taking.into account the 


` Specific current value of the funds (capital) that were needed 


to support the basic assets that were actually used by the company 
during that period. 'The model allows for changes in basic assets, 
and for additions to both the capital funds and the basic assets 


"within the period. Annual profit is really the sum of shorter- 
. period profits calculated in this way..1f Professor Edey were in 
. Brisbane, I could show him this model working i in practice — 


and with a clean audit report from a member of “The Big Eight. 


- Professor Edey is knocking down straw men when he cites 


Stephenson's Rocket and the Hudson Bay Company’ s fleet of 
birch-bark canoes. ' 
Further, Lam certain that my vda is the only one which will. 


- supply information relevant to the decisions that shareholders 


and potential shareholders have to make concerning the buying, 
holding and/or selling of shares. Any attempt to account within 


the books of a company for changes in prices in the way that they 


A 


Ax 


` affect al results in. "distortions ’ of the reported per- 
. formance of. each entity, - i.e., in the operations it was actually ' 
carrying out in the period concerned. It is a hybrid system that . 
tries to perform two things in the one set of books, and. it ends 
up doing neither. It produces data that can be very.misleading | 


for the decisions of both shareholders and managers. 


In a lengthy paper presented at the National Conference of the, © 
Association of University Teachers of Accounting i in Edinburgh 
in. April 1973, 1: demonstrated how prices affect individual 
shareholders (and some are companies and/or institutions) in a 
variety of different ways. They have different individual pur-. 
chasing patterns, and .shareholders of most companies are | : 
situated in a variety of areas and countries where prices change 
at differing rates. There is no one general index that can repre- 
sent changes in the purchasing power of all shareholders ~ not 


„even approximately, in many instances. 


The ideal solution is one in which the profit of each company 
is determined after taking into account the.way it actually . 
operated and was actually situated and deployed during the past 


inter-period comparisons of any entity’s profit figures (calculated — 
in this way) needs to apply to profits (determined in this way), 
the index which-is most relevant to his particular consumption. 
pattern: For example, if he is situated in Berlin, changes in the 
Berlin Consumer Price Index might suit him for.this purpose. 


Yours faithfully, 


REG 8. GYNTHER, 


JE ND ; Professor of Accounting, . 
| PEENE ER NSW. . ^ UNIVERSITY OF QUEENSLAND. 


SIR, - There seems to be a paucity of material published so far 
showing the link between replacement cost accounting and EDS. 
Profits can only be described as such: after capital. has been 
maintained intact, and a common basis of definition for capital 
is required. Instead of using the shifting measure of the replace- 
ment costs of whatever assets a business happens to own at any ` 
point in time, EDS specifies it as being equivalent to the re-. 
sources put in to a business, or invested in an asset at the time 
of purchase. To measure these resources, a general index 1s 


necessary. 


Replacement cost accounting is at root an attempt to obtain 
a more realistic valuation of assets in the balance sheet, with. 
appropriate depreciation being charged in the profit and loss 
account. CPP accounting does not stop this happening. There. 
He states that Professor Gynther. * “appears to aigue, for. is no reason why an asset.should not be shown in a CPP balance 
sheet at a written-down value based on replacement cost — so 
„long as the gross cost of that asset is expressed in CPP terms. 
The importance of this is that the depletion of invested capital 
due to the decline in value of the asset is passed through the 
profit and loss account. Only in this way will capital be main- 


tained before a profit.is declared. 


This can be demonstrated simply. Assume a company buys 
an asset for {1,000 whose replacement cost becomes £800. On 
a CPP basis £1,000 will be depreciated over time, but on a 
replacement cost basis {800 only would be depreciated. A CPP 
' profit of nil would be shown as £200 on a replacement cost basis. :. 
If opportunity is taken to distribute the replacement cost profit, © 
then only £800 of resources have been retained within the ,: 
company compared with the original investment of £1,000. ` 
Capital has been dissipated. There.is a temptation to say ‘never 
_ mind — the asset is doing the same job’. This is not valid as, if in 
_ the above example a ro per cent return was sought on the £1,000 | 
invested then, with the replacement cost of the asset falling to 
4800, a competitor could enter the market and earn xo per cent ` 
by only earning £80. The original firm's prices might well be | 
forced: down through competition until it was only earning £80. 
This is 8 pes cent on the initial capital invested. "The earning , 
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2 on i power. of the company has fallen, and capital has beeii dissipated. 
-Replacement' cost:accounting has a contribution to make in - 
4 : determining the written- down value of an asset: This should be’ 


Tu 


' its net;realizable value or its value to the business.on a going 
, concern basis, whichever is the greater. Its value on a going 


concern basis depends on the future income and costs associated. 
2 a : ‘with the asset. The income will depend on the’ price the company 
can Obtain for its product and this in turn, in a’ reasonably. 
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| Hidden Costs of Taxation | b 


rational world, will be determined ‘by ‘competitors’ prices and. 


y! 
de. 


=, costs. In the long run at any rate costs must be covered, but 
|^ ¡these costs in competitive conditions -may be determined by 


atk 


x 
“NE Es 


i 


- 125. those which a.competitor incurs in order to produce and sell a , 
.similar product. The replacemert costs of assets capable of 
- producing a similar product have therefore a part to play in 


determining the wr tten-down value of an asset. This may in-^ 


clude the replacement cost of assets.of a similar type, depending 


l - +, on the technology of the industry concerned: 


eoe l9 Qon 
r 


5. Sò - ED8 for defining capital over time; replacement cost . 


"m accounting for. correct asset valuation YE 
T | Yours faithfully, | 
pM Guildford, Surrey. e A. L. BLAZEBY, B.A., A.C.Á 
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* Inadequate Stock- taking- 


i N inadequate stock-taking, of which no dénbrds were pre- 
tax on goods in stock at March, 31st. The Manchester VAT 


^^ "Tribunal also refused to accept the report of a firm of profes- 


ui chases and sales over the intervening period. 
- " The appellant; a hardware retailer, spent bi the 





..-* f"Aserved, has proved fatal to a claim for rebate of purchase 


sional stock-takers; dated May zoth, as evidence of goods in, 
^ stock at March 31st, in the absence of adequate records of. pur- . 


whole of Sunday, March: 31st, in: taking stock with the aid of. 


several helpers. The procedure followed was,tó count the 


^. quantity of each item and to record its total value (at retail. 


price) on separate pieces of paper for goods which had borne 


-'; purchase tax at rates of 111, 18 or 25 per cent,.and those which 
¿”, Were free of purchase tax. Thus, at the end of the day, the appel- 


.- 1 total stock figure (at retail price). Descriptions of individual stock 


lant had four lists of figures which could be totalled to give a 


" - items ‘were not recorded, and the appellant admitted that he- 


^ could not relate a >articular cask figure to a particular item; 
-. there was; he said, too much to do”. 


: «estimated wholesale price; to this.:n turn he attempted to apply. 
<.. the appropriate percentage ratés of tax (though apparently 


. VAT 420 claiming ~ebate as: follows; : | 


- 


-— 


From the total cash figures tkus ascertained, he deducted: 
one-third as an approximate overall mark-up to arrive at an | 


DATE several arithmetical’ errcrs) ‘and submitted a pom 


x 
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-SIr, — Professor Sandford, who is.a member of the Institute of 
“Fiscal Studies, isto becongratulated ón his article, “Hidden costs ' 
‘of taxation’ (September 6th issue). The accountant, of course, 
"whether in practice o- industry, does. not need to be reminded. 
-about such costs ~ they are.an ever present source of worry and, 
-anxiety in relation to zash flows and profit margins. 


I suspect that the government does not wish to be réminded - 
of such an unpalatable truth, and will always ignore it anyway; 


which leaves,the poor old consumer in his usual position of. 


payer of last recourse.. He pays the hidden costs of taxation — 
he has no choice — in the costs of the goods and services, includ- 
ing professional advicz he buys in the market place. 
There is a solution, »f course, and I will not'weary of saying so 
~ the whole of the present impenetrable taxation jungle should 


‘be cut down and bumed. A simple ‘National Contribution’ is: 


all that is required . t5 provide. government, with a source of 
revenue for vod Rd on ‘current: account. - 


EE ` Yours faithfully, : 
Northwood, Middlesex, D.. À. TRIGWELL, FCA. 
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' Thé appellant was seen by a ‘Customs and Erci offičer, who - 
aded whether he could substantiate the amount of his claim; - 


the appellant. ‘admitted that he had thrown away the pieces of 


paper. on which his workings had been performed, but claimed: . 


‘that the result ‘would be accurate to within £406 of {£500 


either way”. He could not suggest any “alternative basis for 
supporting the claim, and the Customs Officer then rejected it — 
on the grounds that it was not possible to verify.the claim or to` 


‘determine or to agree an amended amount of rebate. 


Statutory conditions for the allowance of purchase tax rebate 
require, inter alia, that the claimant must establish what tax-paid 
.goods were held in stock at midnight on March 31st, and it is for 
him to satisfy the Commissioners of Customs and Excise, if they: 
so require, that the methods adopted were satisfactory; further, 
that records used as a basis-of.claim must be preserved at least ' 
until December 31st 1973, and. produced on request. "The - 
Tribunal upheld the Commissioners" argument that neither the - 
original stock-taking nor (in the absence of any satisfactory ` 
method of working back) a subsequent professional stock-taking .” 
was satisfactory as a means. of determining the. claim to.rebate; 


and that the appellan- had also failed to retain any records for - 


ne Slee 
The Tribunal chal: this sonca ‘with some regret a 


recognizing that the claim might have had some merit had the: 


appellant conducted his stock-taking more thoroughly; never- 


'-theless, when a right was conferred: on thé taxpayer subject to 


certain conditions, the statutory conditions must be complied : 
with. A claim for costs by. the Cornmissioners was, however; 
rejected; the appellan- had been entitled to have his complaint 
heard and, if recklessness was alleged in compilation of. Form - 


VAT 420, then penal-ies should be exacted by the appropriate - 
: procedure. The Tribunal: "would certainly : not award costs PE. 
- reasons of that nature’. | 


` Farrell v. inicio ad Excise can referents MANI lado. 
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Cannon Assurance, 
announce even higher annuity rates — 
4,523.90 fora man of 65. ns 





Here are,examples of the new high rates based on à purchase price . 

of £10,000.. 
Purchased Life Annuities (payable half-yearly in arrears without | 
` proportion to date of death). j CE T | AE 


AGE  — MALES -. FEMALES 
E Ens (£ p.a.) - Epa) 
55 _ 127630 s 1207.20 
60 MEM 1377.60 . 1278.90 
65 o> . 15390 . 1384.10 
70 fx FE 7UDSJ0. 7 a 1538.80 
75 uti . 204140 1766.70 
so . 2484.50: ^- 210530 


» | . Hancock Annuities (payable monthly in advance without proportion 
"M ge 9 o4 4d ^. to date of death based on a purchase price of £10,000). 


MALES s FEMALES: 
(£ p. a.) n C£ p. a) | 
125664  . RS 1185.36 a tee 
1361.40 - n 4 , 1259.64 i e 
1513.32 o . 1368.60 E y 
1733.88 1529.52 
205380 | 1767.60 
2512.80 | 211920 








" . For full details of our new 
E | | . rates or quotations please 
' contact our Annuities | 
TP _ Department, 01-902 8876, We 

BEES E . , Extension 255. . NS 





Cannon 
- | Assuranc 







pd 


- Cannon Assurance Limited 
. 1, Olympic Way Wembley, Middlesex HA9 ONB. .' 
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TAXATION pA S 
COMPANIES - 


- WHEATCROFT - AND 
- WHITEMAN ON CAPITAL 
GAINS TAX... 


E PETER G. WHITEMAN ` Ga E 
. and DAVID C. MILNE . 


The abolition of Case VII of Schedule D by the Finance 
"Act 1971 has resulted in there now being only one 
comprehensive tax on capital gains in the United 
Kingdom. A, 

In spite of.simplification, ihe taxation of capital gains 
- still contains many pitfalls for the unwary and so 


will welcome this self-contained work on the subject: 
lt is intended that this will be the definitive book on ' 
capital gains tax and it has been written as the com-. 


- panion volume to Whiteman and Wheatcroft on Income 


Tax and Surtex and Taxation of Companies, by Richard ' 
Bramwell. Each volüme is available separately and all 
three also form part of the British Tax Encyclopedia 
service. Cumulative supplements will be issued when- 


. ever. necessary during the useful life of this book. 
1973 


£8 net. Postage. 25p plus 3p VAT 


r 
4 


by RICHARD BRAMWELL - 
' based on CORPORATION TAX' 
by JOHN E. TALBOT and G. S A. WHEATCROFT 


The introduction of the imputation system of corpora- 
tion tax has ccmpletely reshaped the structure of modern 


.company taxation as from April 1973. Such of the old. 
rules as have survived will have had:to be looked at 


afresh in the ight of the-new legislation which intro- 
duces a.conc2pt of company. taxation completely new 
to the United Kingdom. 

The new legislation is complex. ad there ‘are great 


` tracts of rules which convey very little to the mind of the 


s 


reader even ätter he hasscanned the words many times. 


^ 


Taxation: of Companies sets out to be a translation of.. ~ 


' the contemporary legislation: the author re-states both 


`- the old and the new rules in a more readily intelligible 


| 1973 


" 


si ~ 


. form than that in which they are.set out in the Finance 
' Act 1972 and earlier legislation, making significant - 


departures from the scheme of the draftsman ‘where 
helpful to the reader. 


E + Bramwell will be equally. useful to icons account- 


.ants, the Tax Bar and other tax specialists. . 
£6 net. Postage 20p plus 2p VAT. 


.SWEET & MAXWELL. 


. Mail orders to North By ada Hants SP1 0 SBE . 


Bookshop: . | : 
116 Chancery Lane, London WC2A LE Ee d 
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- lawyers, acccuntants and other professional advisers : 


-` 
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^ September 13th, 1973. 
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[The Debt. 


Every year Y we pay homage, as a nation, to the dead of al E 





- three Services. ~ . e "d | 
' And every year we forget the thousands who live on - after 
i a fashion. 


For the dead and. mairüed are not the only casualties. Ail 
too many Soldiers, Sailors and Airmen suffer. mental 
breakdown through over-exposure to death and violence. 


“We help them in their own homes.and in hospital, these . 
- men and women who have tried to givé.more, much more; | 
than they could. We run our own. Convalescent Home.” 
` For some, we provide work in a sheltered industry so that 
they can live. without charity. And, we provide a Veterans’ | 


Home where they can sée out their days in peace. 
Money alone can't pay oür debt. But it can go a long way. 


"Please help us, and please tell: your clients about us.-t00. 


“They’ve given i more than they could - = 
pee giveas much as you can. de 


EXSERVICES 


mem WELFARE SOCIETY 


bd Thurloe. Street, EOD SW7 A Ol-584 8688. ° 


i 


KING'S INVESTIGATION BUREAU 
<- LIMITED - 


-Criminal - Commercial vestigations 


Cases of Conspiracy: and Fraud. Internal Thefts 
and Extensive Pilfering. Corruption arid Leakages 
of Commercial . Information. - Surveillance and 
Undercover assignments. Character and ante- 
‘cedents of individuals and bonafides of business 
concerns. Financial Investigations and enquiries” 
into matters arising from Bankruptcy and Com-' 
pany Liquidation proceedings. Specialist Security . 


. Services including Security Surveys covering 


Computer. Operations and confidential Data 
«Control Procedures. Counter Industrial Espionage 
assignments. E : 


CHANCERY HOUSE l 
53/64 CHANCERY LANE . 
- LONDON WC2 1QU 
POEM Telephone gi-40n 0349 


Pod 


. This Bureau does not undertake enquiries- 
“in connection with. matrimonial matters or 
¡industrial disputes 
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A. Behavioural Approach to 


T m 
a d i 
THE, 


ACCOUNTANT 


Accountancy Education © 


by. A. C. OSMAN, M.A., M.Sc. 


DN 


i Some of the most important attributes of professional accountants 
come under the heading of personality. factors. An official report 
on accountancy education and, training which explains the input, 

. processing and output of the system in terms of the personality -- 
or other non-intellectual factors of accountancy Scucents and 


accountants has yet to be seen. 


HE importance ob noneintelleceual 
. . .A factors in accountancy education was 
defined in America by R. H. Roy and 
J` H. MacNeill (Horizons for a Profession, 
AICPA, 1967) in the following words: 


"The most important and significant 
aspects of a CPA’s services to his clients 
and to the public cannot be defined as 
knowledge, nor even as experience, but 
must be described by more elusive 
terms: wisdom, perception, imagination, 
circumspection, judgement, integrity. 

. These and other attributes like 

them are qualities, not definable as 

* knowledge but inherent in individuals. 

Without them a CPA can be nothing 

more than a technician, regardless of the 

scope of his knowledge; possessing these 

attributes plus requisite knowledge; he 
is a professional. : 


- The description of these 'qualities is 
in ,non-operational terms.. Three years 
later, the Canadian "Task Force 2000 
- gave sharpened definitions-of some of the 
non-intellectual attributes of accountants, 
and reported their implications : for 
recruitmént to the profession, as follows: 


“More recently, . accountants have, 
, become intensely concerned with the 
image of their profession. Many believe 
that today’s image 1s seriously hindering 
the profession’s efforts to attract young 
‘men and women.with high potential for 
' careers in accountancy. Many would 
like to dispel the notion that accountants 
are viewed as conservative, tactful and 
cautious people, who. lack imagination, 

- innovation and creativity.’ 


- The Task Force carried out surveys on 


the Canadian chartered accountant pro- 
file, university students’ attitudes, the 
CA student profile, and members’ atti- 
tudes. The report was embedded in 
awareness and understanding of some of 


the behavioural aspects: of the account- 


ancy profession and education. 
A comparable report on la 


A 


i 


‘education in the UK is the Parker Com- 


-mittee report. [The Accountant, May 6th, 
1961]: What is contained in this report, 
and-in most of the Britisk. accountancy 
literature, on the non-intellectual char- 
“acteristics of the accountancy students and 


accountants, is epitomised by the follow- 


ing extract from “Notes for the Guidance 
of Prospective Principals’ (January 1964) 


` in section H of the Members’ Handbook of 
The Institute of Chartered Accountants 


in England and Wales: 


‘Selection of an articled clerk 
(13) The Council prescribes 'stand- 
‘ards of academic achievement which a 
Student must satisfy before he may enter 
articles. It does not follow that every 
student who réaches this standard will 
. be suitably equipped, by intellect or by 
. other: personal qualities, foz training as 
‘an articled clerk. The Council depends 


on members to exercise care in selection.’ 
The aos comments are made for , 


guidance. . 
. “Personality init aptitude 

` (16) The principal will be guided in 
forming a judgement on tbe clerk's 
personal qualities by his own assessment 
of the clerk’s manner and appearance 
and by such references from school and 
other sources as he may require. Will 
-the clerk “fit” in the office? Is he likely - 
to stand the pace of intensive study, ' 
much of which must be undertaken out 
. of office hours? Does he seem to have 
the seeds of those personal qualities 
which the principal would himself 
expect to find in a professional adviser 


‘or in a qualified member of his own 
staff?’ 


This is scarcely an adequate statement 
of the personality and aptitude require- 
ments of the accountancy profession. In 
contrast with this, the American Institute , 
of Certified: Public Accountants “has 


? 


. supported a project for the development ` 


of the aptitude and achievement tests for 
. Yi à 


* 
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toa guidance and personnel selec- 
tion uses in the accountancy field. 
Without research éffort of this type in 
accountancy education and training, the 
- assessment has to be made on an intuitive 
basis. Apparently, that is the. basis on 
which school teachers have guided the 
prospective recruits to accounting, prin- 
-cipals have selected their articled clerks, 


university dons have selected the students 


on degree courses leading to accountancy 


- careers, and on which polytechnic teachers 
will be guided in selecting candidates for - 


the accountancy degree courses, or the 
compulsory nine months’ course. 


Intuitive approach 


Regarding the problems ob making 
assessments: of this nature, Accounting 


Review for October 1971 published as. 


"The Accountant's Stereotype’ the find- 
ings of an empirical study designed to 
_ determine how well personnel inter- 
' viewers, CPAs, and undergraduate psy- 
chology students could identify- the 
interests of accountants. The data re- 
vealed ^no significant differences in, 


predictive accuracy for the three groups, * 


but two distinctly different stereotypes of 
an accountant emerged. 

One group of CPAs perceived account- 
ants as adventurous and socially inclined. 
A second group composed of employ- 
ment interviewers, students and older 
CPAs viewed accountants as. primarily 


' interested in business detail work and 


activities requiring low levels of physical 
exertion. The researchers concluded that 
if personnel selection “depends on the 
goodness of fit to a stereotype, then 


. members of [the two groups percelving - 


different stereotypes] . . . would select 
different applicants for the position of 
accountant’. 


Accounting technique changes 


- This is only one example of the intui- 
tive approach. During the last twenty 
years, the pressure has been on accounting 
techniques to change from intuitive to 
scientific basis. 
professional education and training system 
follow suit? ; ^ 


It is now well established in manage- 


ment theory that managerial accounting 
and financial control systems have at 
least two main components: accounting 
techniques, and accountancy personnel. 
Updating of techniques is necessary, but 
not sufficient, to run efficient accounting 
systems. We must also pay attention to 
the characteristics of the people who are 
part of the system. 

Exactly parallel is the systems approach 
in education. The concern with tech- 
niques ~ putting everything in the sylla- 
bus, stretching the examination hours, 
specifying the form rather, than the 


Why should not the. 
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“content of training dad so on—is not 


suce Attention must also be paid to 
the characteristics o7 the students. Fitting 
y students into traditional edutational 


‘structures will no longer serve ther needs | 


or the needs of society. “Instead, the 
system, of institutions will have. to -be 


"adapted to the characteristics and >otenti- . 
alities of students. — +. 


A framework. 


"The same words: reappear in the Ndes 
lands Instituut van Registeraccountants.' 
1972 paper, on” educational plans:' “It 
should be possiblé to have respect for the . 


individual accompanied by.interest. and: 


involvement of the individual 1n. society". 


_ SHEFFIELD'S EDUCATIONAL - 


- QU ESTIONNAIRE . E 
FOLLOWING harc on the results of its 


questionnaire on articled clerks’ condi- . 


tions in the Sheffield area (*Roundabout', 
August 2nd), Sheffield CASS has cir- 
culated a. comprehensive quéstionnaire 
dealing entirely with education.. 


A considerable part of the question- 


.naire relates, to the Society’s three-day 
Courses. This results from the fact-that 


> 79. per cent of members attending the 
` three-day summer course in July came 


from only five firms, all of which. are . 


proposing to.intzoduce their own training” 


' Schemes: This step ‘obviously places at. 
. considerable risk future three-day. courses | 


which the Society would like o hold. 


"Among . the questions ¿sked -are: 


"Whether members would attend another ^ . 


"proposed. threé-day course: covering dif- : 
. ferent parts of the- exam syllabüses: in ` 
* January before the November results are 
announced; whether members would ' 
. like to see one-day coüfses continue 
"ding the winter months, end whether 
it would be useful for the Society to 


A a arrange one-day or half-day courses on 


» Matters of general interest. 
‘The Society's Education Sub-com- - 


2 mittee. is seeking to find ways of organiz- 
e ing more 


intensive training courses. 
"Types envisaged are those run by the. 
| polytechnic — two-week mid-study leave 
revision -courses and six- t5 BS 


JOHN FOORD & 


; pre-exam full: time 
“Those conducted by the private. sector. 
. would either be week-end or. one-' 


ing On September 27th. The cost is £ 
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This applies equally well to the digi of. 





management accounting system,: or of 


accountancy education system. | . , 
Research is in progress at the Polytech- : 


nic of North London on the objectives and 


Regard for the individual and for society, 
rationalisation and updating, are built-in 


properties of a model: proposed in 1972. 
- which looks on professional education as’ 
and 
“+ draws attention to the characteristics of. 
its various components, and to the inter- 


an input- process-cutput system, 


relations: between them and with the 


l environment. 


Following this model, it was dead 


important to begin- -with an exploration- 


of the personality factors of the account- 
_ ancy students. A build-up of knowledge 
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week residential courses. 


The questionnaire asks members. to - 
'indicaté their -order of preference for 
‘these particular courses. Two questions 
. for those who have completed their. 
studies and can look now with the benefit 
of hindsight are: which courses woulc 
. they have found.useful, and whether they. "s 
' would have attended them at-the time." 


Members are reminded that they may. 


Of they so wish, omit their names — am 


.techniques' of- -accountancy education.“ 


revision., courses.. - 


. y 
sé, 


a 
‘ 
be q” wa 5 
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3n | personality factors: may help with 


attracting suitable candidates to account- : 


ancy careers; with the design of suitable 


“teaching, training, and assessment methods 


in accountancy education; and with a 


a . hos idc iai 13th, 1973 * 


deeper understanding of: the- role -of- 


accountants among other. occupational: 


groups in the organizational settings. `, 

. At present an attempt is being made to 
look for: possible relationship between 
personality. and success in accountancy. 


courses. Credit for this work should go 


to the articled clerks and their teachers 


' "who have participated in this study. In 
‘due course, other areas in ‘the basic. 
. paradigm would be explored. This would . 
.nót be possible. without the support and 
participation . of accountancy .students, 

! educators, and qüalified accountants. "d 


y 


“. it. The College has made accommodation 


H 


indication of no, intrusion into privacy —: 


“and that it. would be of considerabls 


assistance if the questionnaire was re- 


‘turned’ not. later than -the end of this: 


 AX.COURSE AT 
‘GUILDFORD. > 


month, eo , U 


- GuiLprorD "Technical College is to hod 
a series of evening lectures on the various | 
‘aspects of taxation for members of the | 


Guildford Branch of the South Easte-n 


CASS. "The course: of lectures will taxe. 


place on alternate Thursdays commerc- 


^) 


per session of three terms. 


The Branch committee expresses the | 
"hope that as many members as possible, 


«will take advantage of this useful series 
cof lectures. and an informal meeting is 


to be held at the College on September: 
20th for members to learn. more, about 


COMPANY | 


“61 QUEEN'S GARDENS, LONDON w2 3AH 


"REVALUATION. OF ASSETS 


PLANT & MACHINERY, Ete. 


WORKS, FACTORIES, 


e 


«training 
‘students. i 

ACASS.may. press the ‘Institute to: 
accelerate its progress but we do not 
: ‘confront’ it. 


available. on the intervening Thursdays 
. during .term-time for the Branch‘ to - 
hold . additional lectures as well as in- ` 


Formal du i eg 
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LETTER ‘To ROUNDABOUT 


` ACASS and the Institute. 


Sm — T read in ‘Roundabout’ in the issue 
of: . August 23rd of the formation of the 
; Scottish’ C.A. Students’ Liaisori Com- 
` mittee. 

^ Mr. Clark, de Secretary of. that ionis 
mittee,: has made incorrect and disparaging © 
E remarks about * ‘the relations 
ACASS. and the English Institute. Our. 
l^ relations are. characterized not just by co- . 

. operation but also by mutual respect. We 
. hold bi-monthly meetings to discuss 
+ Institute policy as it affects students, ‘and 
students are represented | on- relevant 
‘Institute committees by ACASS members. D 


The English Institute may not be, as 


Mr Clark puts it, ‘a training Institute’ but 
it has made, and is making, great improve- , 

ments in its regulation of the education, - 
» afforded to` 


and ^ experience’ 


- Yours faithfully, - 
TERENCE WEBB, 
. President, 
ACASS. 


poc 


| London Bes l 


01-402 8361 
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Power, J. Ra, Dublin - 


"Abd Jan B. Abu Bakar; 


Lum 
Abdilla. A. Is Siema 


Aboulaziz Shamji, M. D., Nairobi ` 


. Abrey, M. J., Reading . 
. Adade, S. O., London ^; 


n Adams, R. P. , Thundersley 


= Addie, A. C. , Glasgow 


hs 


:, Adekola, D., "London 
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. Adekunle, M.O. , Kingston 


- Ademiju, O. À., London 
. * Adeoye, A.T. Kitwe 

_ Afshar, A. N. , London 
' Afzal, T. , London ` ' 


. Agathocleous, C. London ' i 


_Agboraw, H, , Buea 


‘Aggarwal, K. C., Greenford . - 


, Agomuo, G. I., London 

. Ahangama, W. 
stead 

. Ahara, J., Glasgow. 


- 


i Kuala 


"C 


iae 


zt. 


t 
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Ahmad B. Heshim, A. B., Kuala 


"Lumpur 


“¿Ahmad Zahar, Bin’ Zaman, 


Ainger, C. P., East Molesey - 


Aiyepola, J. Ò. , Lagos, ' 
E Q., Lond on 
TTE L. CR 


AU H., Londor ` 


Allen, R. E., Coventry 
' “Alleyne, A., London 
Aloba, H. O. , London ` 


i Alam 
. Aikenhead, P. J., Manchester 


'E., ‘Hemel Heine ' 


Shah | | 


EM , Al-Salman, F. H., West Bromwich ' 
; Allan, A, W, , Bedlington 


1 


^ Alwi B. Se Adullah, Singapore ~ 


"Ames, A. F. 


. Amon, H. R, Sanderstead 


Amoo, S. P. "Lond on 


Anäkwenze, 'E. N. , Birmingharn. 


. Anderton, C., London 


"Angastiniotis, C. N. , Nicosia. 


Angell, C. L., Leighton." 
? Anokwute, À. 
. Anthony, F., London 


C., London 


Archibald, G. Cs Aberdeen: 
- Armitage, A. J., Wetherby . 
Arnold, K. D., Wells-next-the-Sea 


Ashe, R. B., London 
Atkinson, P. J., Sheffield | 
Attwood, M. J., Sutton 


^ "Au Shiu Bang, Hong Kong". 
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"Ayadurai, N. O., 


. Ayes, C. Jo, Corda ; 


Ayitide, D., Lagos’ 


"Bici. R. J., Ringwood : 
Baines, P., “Rothe-ham 
, Balasubramaniam, ` S. 
jumpur - 

_Balroop, N., London, ’ 

 Baneham, J. P., Dublin 
Banjoh, S. S. , Lagos | l 
Baramy, E., Tel Aviv. 
. Bardoe, R. E., Gravesend 
Barker, R, J. Newport - 


eu 


, Audiey, D. C., dosis Wells 
Lumpur 


RE, Kuela-, 


bs Chadee, R, Leeds i TER 
* Chaing Suat Hong, Singapore 

.'* Chambers, D. A., Hudd 
x UE . Chambers, V. R., "Sheffield... 

a a KZ L: Singapore 


D "First Place and Prize: Ryan; J: L., “Dublin. MEME 
Second Place: Telfer, R. G., , Newcastle upon Tyne., . | 


' Barnet, D. i Dundee ^ 


- Bennett, Cy, Norwich 


al, A. S. , Twickenhani: 
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‘Certified Accountant’ Examination Results - 


oe M E SRA E June 1973- -Sections 4 and 5 


SECTION 4 ^. 777 : stas 


-d 5a 


Third Pláce: Jain, U. S., Glasgow, - ee eae ae os 


Under je current transitional provisions the following candidate has now isis completed. the provisional examination: 


* * 


- Chan, S. K. ; Hong Kone 
Chan, S. Y. "Hong a Al 

- Chan Choi Wing, W., ong Kong - 
Chan, W. C., Hong Kong ^ ~“ 
Chan; W.Y. "Hong Kong . 
E Cheong Wing, D Hong 


Chanttelle, R.C5 ; Kingston 


Barlow, D, L., Chadderton E " 
-Barlow, J., Sheffield os 


Barrett, J. F ; London "Do 

Barron, A., Salford ee 

‘Barton, R. N., Bradford i A 
Bartram, D. P., Norwich . 

Bartrip, A., Worcester 


Batavia, P., "London l Chaplin, T. C3 Deicester Forest ' 
. Battour, G. G., Newcastle upon East. - 

e ` i a Chapman, A., Nottingham 
: Beecher, L. A, OR aer ‘Chapman, P. J., Andover 


Benn, R: J. Pembury ~~ 7 Chappell, C.J., "Sunningdale f 
Cheuk Hoh Fung, P. , Hong Kong 
Chew, K.C., London - E 
Chew Lin, La London `~. s 
Chi Kin Chan, C. C., Hong Mon: 
Chidzonga, E. "T. , Birmingham Ng 
Choo, K.C. , Kuala Lumpur . 

Chow, F. C. , Brighton 
Chow, T.S., Kuala Lumpur ' 


Chow, S. B. Hong Kong 


- Bentley, G. D., Greenford : 
M dep ue G. ; London ' zn 


lar, P. S., dira E 
Bilocca, L.., Attard. nee 
Birks, H. G, Handforth AE E 
Bishop, H. P., Ndola ^ i 
Bishop, J. P., Swansea’, 


i 


Bistram, P. Lond on 2o A +. Choy, M. C., Singapore no E 
Bituro, S.M., London. . Choy, K. K., Kuala Lumpur . , 
Blake, P. E. Cannock a3  Christodoulides, A. D. , Limassol 
Blount, R. , Grimsby eee e J., Cardiff > 

.  Bogush, ÀA., ‘London Chuan, L.Y ., London E ` 
Bolton, pGr Leeds. d ' Chukwu, W. A., London . 
Bond, C. M., Richmond » Clark, B. M: »Hemel Hempstead. 
Bonser, R. K, Derby. Clarke, P. T. Dublin +’. > 


. Brown, P. , Canvey Island 


et 


+ Cahill, S., Dublin 


Campbell, I. F., London - MENT. 


L 


` Booth, P. J., Reading t d 
“Borthwick, P., Hul  - E a 
Boyd, M. I. , Kingston. Ru. bes 

. Boyle, M. R. ,Sunderland^  , 
Boylett, W. J Liss gu REIS 
~ Bracken, D. E., Keighley '' 

_ Bradley, E., Stafford a 
[oA M.F: , Bedford 


Clarkson, PA. Slough. ~= 

Claxton, L. Jg. Norwich 

A. €. London . 

i ., Burnley A A 
— Cliffe, C. F., "London At | 
- Clifton-Brown, ‘H., Rome ' 
: Chimie, R. , Udlingston 

'. Coghill, V., Cambridge: 
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Bright, A , Billericay (757 + =" Cohen, R.S., London Oo 
Brim, A. ¿Sandy . ` t s — 7 Coles, C: W., Harrow 

Britstone, J.M: -, Manchester“ Coll, Jp. J., Dublin E 

' Brooks, C. A., London Collingwood, G. , Marlow 

' Brooks, D. Liverpool : Collins, L., Sale- Me 
Brown, D. J Norwich ) - Collins, R: O., Stoke-on-Trent 
Brown, G. H., Harrow Ea Collins, W., Gateshead "s 


Collinson, D. , Cottingham“. s 
. Collymore; I. E. , Birmingham. 
- Conner, M. Paisley "TM 
Cooney, T. J., Dublin ." :; | .* 4 
` Cooper; B. A., Darlington ^ 
` "a Couper. P. , Biggleswade i 

-Copas, ].. D., London: 


Brown, P. 'A., Wimbledon PEN 
Bruce, a W., Norwich EN 
Bryson, I., Newcastle upon Tyne C 
‘Buckland, P. G., Berkhamsted 

" Bullions, B. ‘A. ¿Stirling - oa 
A K. , York . e D 


"Byrne, E.C., "Dublin l . Cope, R: P., "Tamworth : 
_, Byrne, J. M. Leicester’ — . Corfield, A.J., Shrewsbury `.. 
^; Byrne, V.P., Tullamore Pr. | "Cosgrave, N.O. , Enniscorthy, . 
. Costa, M., London +. T 
Costella, C.R. , Bristol ^ b A 7 y 


-` Caddy, J. D. Nba pote: a.m oct 
SNAM . - Coverdale, 'B. , Hartlepool : 

. Cox, R.S. , Horley | | 
- Cracknell, P. A, Riclsnansworth 
Craven, J. L., "Cambridge. M 
Cripps, R. S. » Marlborough 

. Cronin, M. 5 ., Dublin 

Cross, A. J., Boreham Wood 
Cross, M: J., Reading . 


Callanan, "A. J., Dundra. 9| 
Campbell, C. J., Watford ^. ^. 


*, Campbell, O. B. , Kingston. `. 
‘Campbell, T. A., Edinburgh - ^ ' 
Carlos, B. J., Stoke- on-Trent 
Carpenter, T R., Colchester ` 


' Carr, B. T., Ashford ` POET m Cullingford, G.R: y pion i 
Cartwright, LE "Liverpool ^ xv Cummins, M.E., Dublin : 
Caruana, E.C., Talletta Cunningham, M. , Dublin ^ 
', Casboult, R. E. , Long Eaton p Curran, S. W., London E: 
Cauchi, P., Valletta ^ urien, Ma Egham . E 


D'Silva, J.S., Nairobi 
Dale, G: Jy Sheffield ` 
Daly, M: Pi; Cork". < 


Arrieta s. 
n Danton; J, AT a 
a A " b vi " ! 
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os S. ari S E 
“Davidson, D., Aberdeen 20 — fe, 


Devine, J. P. , Motherwell 


` Dockett, C. G. Worcester Park . M 
¿Hull Wo m E M 


Elliott, n „O 


' Fitzgerald, P..F., Dublin 


Davies, J. G. , Swansea s s, 
Davies, J. R. Sawbridgeworth ` "EN 
Davies, R. A., London MM 
"Davis, A.C., London "EL 
- Davis, L. P., "London . '.'. ^73 
Davis, M. J., ' Hindhead: 

Davison, K. ; Darliri On; ` 

' Dearin- Valentine, .M., , Loridon 
Deas, E., Edinburgh : ON 


Deitsch, D., Elstree ` a M 
Delagty, C. S; lord ' NOE 


Delaney, B. C., Dublin ` 

Dempsey, P. S., Manchester 
Denbow, K. H., London, FM, 
Desai, B. B., London PEE 


Dewsnap, M., Doncaster A ae 
Déas, M.P., Nairobi" ü 


Dodson, R 
. Domato, C. 'R., Malta, -. 
Donohue, D. N., ‘Dublin?  .-- 


Donohue, T. J High Wycombe ee ie 


Doris, J., Dublin i ‘ 


Downey, J.R: Newtownabbey 
Doyle, P. A. , Dublin , : 


Droussiotis, A. J., London  . ES 


Dua, V., Lusaka ES 
Duggan, C., Newcastle, Galway x: 
. Dunphy, R. A. Dublin : — 


Earl, R. D., Shefüeld - E 


- -Edge, D., ‘Petts Wood IEEE" o 


Edmunds, D. J., Sutton Coldfield DES 
Edwards, R. , Birmingham | » i 
Egala, I., "London 
Ellams, M., Luton - '' 

` Ellingham, M., Worcester Park' 
Elliott, E. J., Caterliam 2 

», Birmingham l 
' Elliott, M , London ` : AM ^ 
Elwell, V. P. , Wolverhampton: Sa 
Elwick, B., Hull we E VE 
Emerton, J. H., Cardiff : . ee 
Emmerson, G., Teesside; p 


Fan, C. K., "Kuala Lumpur . 


‘Fanagan, M. C., Dublin FT Ree: d 


Fancott, M. ; Birmingham 


Farhan, A. K.,London . > 2. ys 


Farley, D. P. Wembley > ' v 


, Enin, A. L.; London pi we Jue. 29 B 
, Eustace, D. du London i i run 


/ Fadunsin,]. A. , London: "S zB de 
Fagg, G. K., Ndola ` SRS a ar oe 


Farley, M. Az, ‘Greenford | - ae Es . 


Farmer, B. V. , Aylesbury ~ 
Faulkner, S 
Fearey, D. N., Hull "Dr da 


E., Brighton T Ie "Oed 


' Feldman, M. Š., London  . Bey u 


Fehris, J. J., Dublin : e d 


Fieldhouse, C., Bradford | "c. DA D 


Findlay, J. A., Harlow : 
Finnis, M.J., Ramsgate: one 


Fisher, D. , Ramsbottom EP CE ER 


Fisher, R. J., Wallasey P P l E 


Flammiger, P. J., Sutton 
Flatters, T., Leeds 

Fletcher, A. W.,London  .. 
Flook, J., Darlington i 
Forristal, N. DE Dublin 
Forsyth, DW , Peterborough . ee 
Found, P. A., Lo 
“Fowler, D. F., ., Birmingham 


Fowler, R. F., Winnersh Te y 


Fox, B.G., Swansea, 
Fox, B.S. , Edgware ` E 


Fox, K: M., Seaford : 1 d " X 7" š 


, Francis, J; “Georgetown 
, Fraklin; M., Boston -' 


Freeman, J. 'C: , Brighouse, `. LE. 


r 
u- Y 
tw a " 0.37 
* 
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Im R. S. Sheffield 
j^ D K., Sudb bury 
. » Fung, K. M. , Hong Kong 


2 “Gale; D.G., Honiara? ^ - 
So s Galea, J. F., ; Valletta 
*  ' “ Gannon, P. F. , Norwich: 
y  » Gardiner, F. Greenford: 
« t^ Gardner, I. ó. ,lpswich ` 
Garner, M. J., Léicester 
'. S. Garrett, H., Ashford 
Gasking, T. W., Reading 
Gaynor, P., Gateshead 
=e ' Gayton, R. K., Chelmsford 
A . Ghelant, V. J., "London f 
Gibbons, J. F., Nottinghem 
. Gibbons, J. B. ' Teesside 
MES Gibbs, K. W., London 
5 Gibbs, M.L, East Batnet 
_ Gibson, A A.M. , London 
Mu. t Gilbert, M. W. , Tonbridze 
ode ee -Gillani, M. N., Maidenhead 
vr Gillatt, C. , Worksop ‘ 
, Gitau, J. I, Nairobi’ 
” Gitau, L. N., Nairobi 
Glazier, P. , Wallasey . 
` Gleeson, P.G. , Limerick 
Goalby, S. V., , Leamington Spa 
Gom, K.L., London : 
; Goh: Cheng Chua, S., Singapore ' 
x 2.7 ‘Goldfarb, V. B. , Potters Bar 
CON. Goodfellow, M.D. , Solihull 
‘Gooding, K.A., Bedford 
Grant, R. Y, Portsmouth 
o Grayson, P., Hull ' 
., Green, D. E. "Peterboroagh 
Ad . G£een,, D. N., Reading 
Green, J. D. , London 
Green, K.J., "Wakefield ` 
La Green, P. R., London . 
‘Green, R. L., NAS 
Ede QUE Greetham, J., ul .. 
. ." Gregg, J., London . 
E. Gri ths, J. N., Vallette - 
l ^'^ Grist, P., Ashington 
Groves; D. H., Arnold  , 
. Gullan-Steel, S. A., London 
; : - Gunadasa, H. P., Colombo j 
Gunther, C. D. , Nottirgham - 


(v 
^ 


Guscott, D. 1s. Souch Woodham ` 


- . Ferrers 


Hackshaw, H., London 
Haji, H.R. , Tanga 
Hall, D. A., Birmingham 
Hammond, 3, W.,Wit»am 
Hampson, J. L; London 
Hampton, P. T., London 
“Hanley, G. A. , Selby 
. Harbottle, W., Newcastle 
' - Hardcastle, J., ' Bristol , 
e pi Harding, R. D. , Leeds £a 
+ ' | Hardy, D. , Bracknell $ 
“ Hargrave, M. , Leicester 
TE ‘Hargreaves, A., Ramsbottom 
Harland, B., Durham A 
Harlow, K.I. , Derby , 
Harris, A. J., Upper Eeeding 
Harrison, B., W 
'"* — Hartland, J. W., Kidcerminster . - 
i Hartley, P. Leeds, 
Hashim, N. M., Shar Alam 
1 Hassam, M. A. "Loncon. 
- Hawkins, K. W., Feltham 
fif Hayes, R., Lusaka ` "A 
Hayman, G. C., Torquay 
: Haywood, S. W., Sheffield 
^^ Heard, P.A., Romford 
Hemmings, R. A., Coulsdon 
. Henry, E. R., Redditch : 
Herbert, E. S., Port of Spain 
Herbert, L. Y., Reading 
Heron, P., West Cornforth 
Heyligar, E. E., Leeds 
Hickford, C. J., Aldershot . 
peces E T.. Dudley . 
HAN Higgins, M.J., Derby 
. *, , Hilton, J. E., Royton 
Hinchliffe, P. S. Swansea 
Hiscock, N: R., Leicester 
n ? Hitchins, N. Vv ‘Chelmsford - 
` Ho, C. F. , Hong Keng- 
' Hoad, B. E., Marlow - 
` Hoareau, R. B: London 


ie 


Hock Chau Kong, C., Kota Kinabalu ; 


Hodgson, J., Keighey 
Hodgson, J. V., Ho vis Chapel 
Holleran, B. e ‘Dubl blin 


‘Lum 
Hes, G. R. , Maidstone 
: Jackson, J., Watford 


‘Jain, R., Norwich ` MES aho 


, Jambert, G. W. , Birmingham | 
; James, D. E. -London. ` hs 


. Jhuaka, A.R. , London 7 


EN 


Kearney, J., G 


ig King, J, T 


—— Lai, C.F 


Joint, A. Ndola ^ 


"Jude, T.C. Sl 


` 


Holloway, Ads Warley 
Holohan, M. J., "Kilkenny EN 
Hood, D. ;London E 
Hopper, N. M., St Neots = 
Houlihan, C. J., Seven Kings 
Howell, M. L. , London 

Howker, R.F. ; Leicester. ' -= 
Huang, Y. T. , Kuala Lumpur i 
Hudson, D. M. , Stoke- on-Trent” 
Hughes, "E. H., Ruislip . 

Hughes, K. M. , Longford ba i 
Hughes, R. J., Wallington o 
Humble, J. G., Sunderland : 
Hunt, B. W. , Houghton-le-Spring 


Igbinedion, J. O., Lagos 

Igboba, N. À., Zaria 

Igwe, J. U. , Leeds 3 , 
Ilang Korai S/O Kp Samy, Kuala . r 


Z 


Jackson, M. J., Norwich ` %0 
Jackson; R. W. , Warrington ` t ns 
Jackson, T. P., Norwich: . 
Jaffer, S. E. , London 


Jain, U. S., Glasgow 
Jamayah Zain, J., Kuching . 


Jarvis, A. G. Warley ^ 

Jenkins, R. D. , Ruislip ; , 
Jennings; J. P. Alvechurch : ^... 
Jessa, S., London ' 
Jeyaveerasingham, R., Colombo 


Jiwani, N.A., “London dc 
John, D. L. , Maidstorie 
Tohnson; A., South Shields, 
Johnson, C., Durham City . 
Johnson, I. Wakefield ' een 


~~ 


Johnson, L.F. , Kingston- 


Johnson, S. N.. ; Keighley 
Johnston, A. M., Winford 


. Johnston, D. A., Vexley: 


Johnston, I., Stevenage 

Johnston, I. G., Chatham 

Jones, R. C., Swanseá ,' "M 
Jones, R. E., Liverpool . EF 
Jordan, R. D., London ^ > 
Joshi, A. B. . Lusaka 
Jowers, J. F.; ; Tonyrefail 

ough' | 

Juman, S., London a 


' „Kai T. T. "Singapore 


Kam, P. M. , Hong Kong 


Kanunakaran, K:, London - 


Karuppannan, P., Kuala Lumpur 
Kasim Bin Nami Aghani, Leeds | 
Katz, H. J., Wembley Perk ` 
Kavishe, A. ye ira 

w 

Keen, P. J., Wi ey Bay 
nova Liverpool: MED 
Kelly, D., London 


;, Kemp, C. E., Ipswich 


Kennedy, J. S., York ^ . T : ES em 


e Kent, J. J., New Ross ` 


Kerr, W., Ipswich +". 7”, 
Kew, L., Bilsthorpe : Qu E 
Khetia, S. J., London TEC E | 
Kho, M. K., London. RO X | 
Kihunyu, M. M., Nairobi, 


. „Kilele, W: M., Slough 


King, A. K., Shepperton 
King, D. E. , Wilmslow 
Alton 

King, F., London ] 
King, R. Ja, Dublin. ^. 
Kirpalani, B., London 


- Kirui, R..K. "Nairobi ien 


Kisiedu, A. A. ,Glasgow  . 
Kitchener, M. M., Dartford 


e Kitchener, R.C. Bath 


Knight, T. A., Isleworth > ©- ^". 
Knights,.G. W., Seaford AOS 
Knott, P. J., Derby PLI. 
Kumar, A., London EE 
‘Kwok, P. S. , Hong Kang 2 
Kynaston, K. R., Cardiff 


Lacey, Itf, 'Maidenkead 
Lachani, iJ. S. , Harrow 
. Kuala Lumpur 


\ 
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~ 


Lai D: Hong Kong e 


Lam Yan Foon, A. L., Rose ll 
Lansdell,S., Slough 
Larkin, Td. F., "Dublin - 


xs Larragy, P. A., Dublin ; 
"> Latunj, E. B., "London . ay “5, aS 


Lau, Y. P., Kuala Lumpur “- 5. 
Lawday, R., Ilford „oo 
Leake, O. A. , Kingston Ty 
Lee, F. Y: Kuala Lumpur x 


M Lee, P. K., Hong Kong 


Lee, S. Y., Singapore : 
Leong, W. G., Kuala Lumpur ~ 


- Leong, K. H, , Singapore + 
- Leung Chi Chiu, S., Hong Kong - 


Lian, A. K.; “Slough 
Liang, W. E, , Singapore - 


” Lim, K.K., Singapore 
Lim, S. H 


., Singapore. te 
Lim, S. H., Kuala Lumpur * 


Lim, L/P. , Kuala Lumpúr `, . ES 


Lin, S. W., Kuala Lumpur ge 
Liozou, A., London oe 


Liozoú, P. A. London . 
Little, J. B., Manchester 


Littlewood, Ta Huddersfield 
Loh, A. M. Seremban "ib 
Loke; H. H. , Butterworth 


. Loui, H. L. , Singapore i 
f Lord, Ts 


London i A 
Louth, R., London ex RP 
Loveless, L. K,, Croydon 5 


« Low, C., Port of Spain NS 
Lutchmeesingh, K., London : . : 
"Lynch, P., Macclesfield ` M T 


. Magol, C., ¿London 
© , Maguire, G 


= m Manchester” l 
Maitland; G. E., Runcorn 
Maiyo, A , Nairobi : 


. .; Makokh a, J., Dares: Salie , 

~ Makrid es, M., Nicosia . - — 
Malik, M. I., Lichfield E 
"Malkir, S., Kuala Lumpur +." "^ 


Mamet, E. G., Port Louis 
Maraiyesa, S. O., Walsall '- > 
Marriner, P. J.; Shenfield. -.- `< 
Marriott, K. D., Long Eaton . 
Marshall, A., Heanor 
Marson, G. W. rung 
Martin, P, J., Dublin si 
Mascoll, C. I., London 


: Massey, A.T. , Stourbridge “ l 


Mather, S. , Newbury . 


‘Maud, D. W., Leeds . 


Maxwell, Ta Lisburn 


McCann, M. L, Newzastle upoñ $^ 


Tyne : 
McCarthy, P.K. Wallington 
McColl, N. D. , Croydon. “at 
McConnell, D.S. » Petersorough.: 
McConnell; SN., Dublin ' 
McCutcheon, L., Ndola ` 


' McDiarmid, B. F., Cardiff: lo~ 


McGechan; M.G. , Harrow 


. McHómvu, D. R. ‘Slough ; 


McKay, A. Na London . 
McLean, À. S., Port of Spain .- 
McLean, K. R., York " 


McMillan, E. MA, Rio de Janeiro CHA 
"McMurray, D.J., "Reading 


Md Salehudin Bin Ohan, Snan 


Alam 
Mehta, M. M., London 
Merani, N. M., Nairobi 
Merrick, J. E., Walsall . 
Mhagama, A.S. Sh 
Miller, A. D., Manchester , 
Millett, A. P., Blackrock’ ; 
Mills, A. C., Kingston ' 
Mills, G. R.; Shaw 


. Mills, M. P., Northampton : > 


Milne, A. A., Cupar 

Milner, C. A. y Watford « l 
Milton, R., Romsey r 
Missin, A.D. , Wisbech' 


Mistry, S. M., Londor. 


Morr, D. Reigate . 
Montague, Í., Ealing 


Moore, D., London NE 


Morley, M. E., Great Yarmouth . 
orris, I. tockpcrt * - 


Mortimore, J. B., Bristol * -- ; E 


Moy, S. C., Kuala Lumpur 
Mugurusi, W.V. , slough 
Muiruri, J. K., Leicester toc. 


: Munene, Á. W., Nairobi 


Maur s Glasgow 


ve 


- 
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1 
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Munro, F. EF., London 
: Murira, K. E., Nairobi 
-Murphy,.C., Limerick 

- Murray, F. A. , Liverpool . 
Murray; P. D., Stonehouse , 
‘Mustafa, Y. A., London ` 

- Muxworthy; M. 'L., Hamilton: 
Mwanzia, E.N., ‘Nairobi 


Nash, J:G., Iver T 
-Navaratnam, M., London.,  ' 
Ndukife, D. I. , Glasgow 
eT EF. Gormanston 
Neill M: J., Edinburgh 
Nelson, T. AS , Dublin 
. Newsam, D. Á., St Michael 
Ng, A. K. "Hong Kong-..: 
"Ng, S. K. "London : s 
Ng, S. À., " Singa ore . 
Ng Shiu May, , Hong Kong 
Ngau, W.F., Kuala Lumpur 
. Nkwazema, A. O., London 
Nnadi, L. E. ¿Leicester 
Nobes, Ca W., Portsmouth- 
- North, H. F. , Basingstoke 
Northfield, M. T., South Merstham — 
Norton, M. A., London 
- Nowér, M., Chard d 
. Ntalami,-E. | H. ,Nairobi ` 
. Nuttall- Shaikh, 3. E., London 
Ke Y Nyaubani, C C. H. ‘Enugu i 


o Brien, D. T. , Carshalton 

O'Donoghue, Ge Dublin : 

O’ Leary, B., Evesham . 

ARE I London 
O'Malley, T. JT Dublin- ' 

--O'Riordan, D. É., Dublin 

- O' Shea, F. P., Dublin. 

' O'Sullivan, K. M., London 

Oakley, R. J., | Stanford-le-Hopé ` 

' Obiora, G. A. , Lagos . , 

Odeluga, J. N., London .: + 


mrt 


.' “Odunlami, B. Lagos 
: ` Odunlami, F. "A., Leeds 


` Oehlers, C. L. ; Singapore : 


- — Ogiste, S. V. , London 


Ogunbambi, G. A., Leeds, 
. Oke, R. O., Lond on 
Okoro, J. À., Lag 
. Oldham, B., Ronal 
Oliver, W. B. , Reading . 
Omar, Á., London 
- Omrani, D., London nas 
Onadeni, A. M., London -' 
Onaderu, J. M. "London go 
Oni, Q. A., London  . ` 
Onyango, ]. E., Nairobi > 
Osifekun, C. , Grimsby : A 
Ostrowski, M. C., Manchester 
. -Owoade, J: A. _ Lagos 
'Oyembga, A. O., Lagos 


Palmer, AS ' Chathain 
| Palmer, C. R, Guildford 
“Panayiotou, G., Nicosia- + : > 


- '. Panicker, K. K. , Kuala Lumpur 


Parker, À. i Chelmsford $ 

^ Parker, D., Bognor Regis ' 
Parkins, C. W. , London , ` 
- Parr, J;, Bolton 2 cH 
Parsons; G., Swansea ' 

. Patel, A. I., London - x lt 
Patel, B. E London .' ^ 
Patel, B. V. "London mS 
Patel, I. D., "London 
Patel, IP K., , London 
Patel, N. M., Nairobi 
Pawson, A., Manchester 
Paxmán, A. 'S., Banstead 
Payne, B. R., Mansfield pte 
Payne, J., Bathgate 
Payne, J. a Chelmsford. 
Pearce, A. B. , Birmingham 
Pearson, À. R. , Newport 

- Pearson, R. M. , Kingswinford 
Peck, P. Í Sheffield 


| -Penn-J onathan, J.P, Herne Bay 


- Peters, G.E., Eal ing 
Peters, K.; Swansea . 
Pettiger, D. G., Hull 
peur Carluke M 

, Pettit; M.F , Cambridge. 

i Philbin, T.M. , Leicester 


^ , Phillips, A.S., Swansea ' 


Phillips, S. K. , Cleethorpes 
' Pickering, D. M., Lóndon 
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EUN Like m reserve teams, the State Reserve Pension p 2 
- Scheme will be inflexible. And there will be minimal M 3 
| Ld benefits fór the older man. ` > a ee ee ee Cog so 
a acomplia lima tli latlonts havea - B x e 
' - RECOGNISED COMPANY PENSION SCHEME. ae: HE ay 
E "i A'SUN LIFE pension scheme is a first team job, tailor-made 2 i t 
= o - towintheirapproval. ^ - E : l "am 
SUN LIFE has launched three brand- new schemes, all especially ' | 3 
2 ds designed forthe 70's and beyond. These, ‘and some 40 years in the | : 


. . pensions business, make . rue l e e 
us well worth talking to. | ' y | . | | | 

- Post the coupon (no 

- stampisrequired) — 
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"clients will 
understand | 


z 


E 


YOU'VE never had mds you never. miss. it: or aur 
But if you' ye Enown a reasonable standard of ings: imagine |. 
the usd of reduced circumstances. - 


We help people who. have practically” nothing - 


: memories.of happier times ina happier age... 


Many of y your. Clients will understand and will sympathise With BE 
, What we àre trying tó do. Many | of them, w you suggest ;i it; a 
might like to remember us in their Wills: or with a Covenant. 
After. all, what greater gift can - there: be than giving. another > i 
— person crm to live for? > . 


, 
r* * 


- DISTRESSED GENTLEFOLKS - 


- i r3 


í lee 
LES 
- - 
DM 


-AID ASSOCIATION ` 


VICARAGE GATE HOUSE - VICARAGE GATE * KENSINGTON LONDON ws sánd. 


Help them grow old with dignity”. . 











IF 
YOUR CLIENTS - 
- HAVE MADE A 
- BONUS ISSUE 
SINCE | 


y JANUARY 1973 
JORDANS . 


| "e HAVE c: 


.TO YOUR. 
. ADVANTAGE - 







Jordán &5 Sons Limited, . 
. Jordan House, 


‘London N1 GEE. 


` 47 Brunswick Place, - ' 


in Jahn Dixon: at 01 253 3030... 
for Jordans Business Law Consultancy. 


UE 


Except 3 


vere 
Ma 


UMS Mndreds of accountants have found the righi, job 
, through this. useful. service. A d 


-FREE LISTS OF VACANCIES. 


^ wil be posted to you or you can call at out "Inforniation TEM 
and ~ without any f orin-filling - study tlie classified registers. 


., Widest choice: Ring for relevant, list! — P - EL 


aie a er ` a 


Public Practice: =. Kelleher, 01-628 4550" | is 

More than 300 Professional firms - utilize our -services in 
" engagement of all grades- of staff from Articled Clerks” 
_ to Partners. Sala-ies; UX, ies to 2, e | Overseas — “up t to: 
- £10,000. a s 


ye ` E ‘ 
» y 1 » wr “i 





A 
^ 


Conde and Industry: R. Thornhill, 01-628 8860. 


a "Salaries: "up fo £7 ots 


` 


um 


enan Staff: M. ESTE, 01-628 0391. 
„i Terms are better than i is usual o temporary assignments. | 


RICHARD, OWEN ASSOCIATES” 


diua ` Box 23, 47 Finsbury: Court Quid 


Note: Weekends and evenings answering service 01-628 8860 


M te 


> For. «nearly, 100 -years we. 
have - published’: books. for : 
the accountancy profession, ° 
E textbooks, Tore 
«students. ..: 
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THE LARGEST SELECTION oF ` 


“ACCOUN TANCY AND 
- MANAGEMEN E 


PUBLICATIONS. 


” 


| Distributors for publications of. 
“THE INST ITUTE OF. COST: AND MANAGEMENT ACCOUNTANTS - 
‘AND THE ASSOCIAT ION or CERTIFIED ACCOUNTANTS 


THE CITY LIBRARY 
GEE & CO. (PUBLISHERS) LIMITED 
151 STRAND,. L LONDON. WOR " 
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Over 500 vacantes in'the U.K. and Overseas offer you "the 
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Pitfield, J. M., London 

Platt, F.C. , Weybridge 

Plowright, B. C., Leighton Buzzard 
Pluck, V. , Peterborough 
Pocock, J. A. e 
Poon Cheung Fung, D., Hong Kong 
Poon, Hin Wah, C. ¿Hong Kong 
Porteous, R. K. , Gateshead 
Potts, R. Ta Sunderland 

Powney, B. V, , Harlow 

Poynting, W. 1 London 
Pradhan, P. P. , Glasgow 

, Pratt, D. V. , Cardiff 

Pratt, R.L., ' Woking 

Preston, P. W. “Chingford 

Price, B. J., Chester 

Price, N , Gloucester 

Prodger, e Stoke-on-Trent 

Pugh, P. G., Newport 

Puil, 'F. f., Lowestcft 

Punithavathy, R., Kuala Lumpur 


Quek, H. C., London 


Rahemtulla, S. K., London 
Ram, L., London . 

Randass, R., London 
Ramsden, J., Newark 
Randhama, P. S. , Brmingham 
Ratcliffe, ie L. , Stanmore 
Rayner, I. C. , Nairobi 
Reade, A. J., Sudbury 
Reardon, P., Slough 

Redmond, M.P., Dublin 
Reed, C. T. Sherburn-in-Elmet 
Reid, A. M., Ickenham 

Reilly, G. P. , Reigate 

Rich, G. O. , Basingstoke 
Richards, B. , Thundersley 
Richards, T. 'M. , Rushden 
Richardson, G. S., Peterborough 
Richmond, S. A. , Preston 

Rifki, K. A., London 

Riley, S., Hemel Hempstead 
Rimmer, T., Birmingham 
Roberts, A. O., London 
Roberts, M. R. , Norwich 

A. J., Sunbury-on- 


Robinson, G. P., Kingston upon 
‘Hull 


Roe, W. A., Dublin 

Rolston, P. B., London 
Romeril, B. D., Manchester 
Rooney, H. , Glasgow 
Roopsingh, P. , Port of Spain 
Rose, B., Hull 

Routledge, J. W., Middlesbrough 
Rowan, P. T., Marple 
Rowe, R. C., Slough 
Ruffell, J., Maidstone 
Ruffels, S. A., Norwich 
Rumsby, D. K. , Nottingham 
Rutherford, D. ; Ipswich 
Rwakatare, 'K. F. , Geita 
Ryan, J. L., Dublin 


Sadler, G., Norwich 
Sahadeo, J., Highgate 


Sales, A. G., Southend 
Sandle, J. W., Morden 
Sangani, P. G., Birmingham 


Sangarapillay, S. , Singapore 
Sataur, A. Londen 
Saunders, A. P., Bedzord 
Sawny, D. V., Londen ` 
Sayid, M.A., "London 
Scott, E. A. , Dublin 
Scott, J.B. , Aylesbury 
Séott, L. A. Glasgow 
Sealy, M. Y., London 
Secker, J., Fleet 
Selby, D. S., Bridgncrth 
Semainda, E., Leeds 
Sennitt, M. W., Burton-on-Trent 
Seth, S. K., Nairobi 
Shah, M., London 
Shah, N. f., London 
Shah, S. P., London 
Shamabi, S., London 
Shakesby, P. G., Bradford 
Shammas, C., London 
Shapley, N. J., London . 
hark, B. J., Leicester 
Shaw, D. om Dunstable 
Sheehan, J. M. , Dublin 
Sheen, B. R. , London 
Shek, R. , Hong Kong 


` Sylvester, R. M., 


t . THE * 


- 


. Sheriff, M. A., Guiba 


Shing, T. t. , Hong Kong 
Shutt, J., Birmingham 

Si, H. Y., London 

Sidek, Siraj, H. R., Shah Alam 
Sieloff, K.J., Bedford 


Sien Tien Chou, J.; Singapore 


Silvera, P.G. Kingston 


. Simon, H., Manchester 


Simpson, R. D., Croydon 
Skenfield, M., London 
Slater, R. D., London 
Smethurst, E. M. , Bebington 
Smith, A. Guisborough 
Smith, A. de Newark 

Smith, C. M., Sheffield 


i Smith, G.R. , Leamington Spa 


Smith, 15 Bo'ness 

Smith, JT. H. , Leeds 

Smith, P. R., London 
Smith, R. J., Tewkesbury 
Smithhurst, J. E., London 
Sodade, A. A., Manchester 
Sooren, J. ix London 
Soo, J. H., Penang 
Sood, R., Newcastle upon T'yne 
Sparber, T. London 
Sparksman, J. À., Winchester . 
Spurling, N. C., Ipswich 
Ssemuyaba, P., London 

Stead, M. R., Caracas 
Stebbings, P. G. , Bromley 
Steele, A., Romf ford 

Stewart, G. A., Belfast 

Stewart, M. G., Wantage 
Stowe, I., Hull 

Strang, A., Stirling 

Stringer, T., Birmingham 
Strong, G. C., Brighton 

Stuart, W. M., Glasgow: 
Swinyard, M. W. ped 


Symonds, H. R. "Reading 


Tainsh, A. F., Glasgow 

Talbot, A. E., Leicester 

Tamakloe, R. N., Birmingham 

Tan, E. H., Kota Bharu 

Tan, E. S. , Singapore 

Tan, H. W. , Singapore 

Tan, L. H. , Singapore 

Tan, S. E. Singapore 

Tan, K. C., Singapore 

'Tan, T. C., London 

TREE M. A., Horndon-on-the- 
i 


Tarling, C. G., Bishop’s Stortford 
Tay, S. L., Singapore 

Taylor, R, 'D. , Liverpool ` 
Taylor, S., Burnham 

Teasdale, B. W., Handacre 

Teh, B.C., Kuala Lumpur 
Telfer, R.G. , Newcastle upon Tyne 
Templeton, H. , Rochdale 

Teo, K. Y. Kuala Lumpur 

Teo, T. T. London 

Teo, Y. K., Slough . 

Teoh, S. S., Singapore 
Tewogbade, S. A., Birmingham 
Thakrar, R. D., London 


- Thiagarajah, E.S. , Jaffna 


Thirugnanasambanthar, V., Jaffna 
Thomas, D. K., Leeds 
Thomas, N. V., Leeds 
Thorne, J. T., Sunderland 
Thrift, P. G., Guildford 
Timmins, R. F., Rugby 
Tisbury, A. B., Singapore 
Tocher, I. W., Warrington 
Todd, H. M. , Glasgow 
Todd, H.R. , Liverpool 
Todhunter, S.A. , Harpenden ' 
Tomsett, S. C. Guildford 
Tong, M.W. , Hong Kong 
Topham, G. B. , East Leake 
Torrance, D. J., ' Rayleigh 
Townsend, A. R., Bolton 
Tucker, G. M., Birmingham 
Tuinamuana, J., Darlington 
Turner, W., Doncaster 


Ukonu, ©. I., London - 
Unadkat, V. T., London 


Uzodihma-Nwangwu, R. O., London ' 


Vasselin, P. J., Dartford 
Vaughan, T. D., Dublin 


London, s 
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Vella, P., London 
Viggers, A. J., Nottingham 
Von Appen, A., London 
Vowles, M. R. , Bristol 


Waghorn, D. J., Tonbridge 
Wagstaff, K. S., Chesham 
Walker, L. G., St Osyth 
Walker, P. J., Manchester 
Walmsley, D. L., Blackburn 
Walmsley, W. G., Preston . 
Walsh, J. W., South Ockendon 
Walter, T'. P., London 
Walton, A. D. , Peterborough 
Wan, F. L. , Hong Kong 
Warburton, P., Derby 
Ward, A. R. , Birmingham 
Ward, G. C., Leigh-on-Sea 
Warren, F. C., London 
Warren, R. J "Bristol 
Waterson, S. T. , Liverpool 
Watson, G. , Norwich 
Webb, P. A: , Wembley * 
Webber, D. om Ilfracombe 
Webber, N. L., Totnes 
Webber, P. W., Edgware 
Wee, T. C., Singapore 
Wei Ying Lam, E., Hong Kong 
Westby, S. G., Nottingham 
Westwood, J., London 
Wheeler, A. R., Chelmsford 
Whiffen, R. H., Bristol 
White, D. W. ¿Glasgow 
White, J. K. , Nottingham 
Whitehouse, S. P., Dudley à 
Whitewood, D. M., Burton-on- 
Trent 
Whiting, J., Hereford 
Whitlock, P.G. , Slough 
Whyler, W. A., London 
Wigley, C. B., Manchester 
Wilkinson, B. A., London 
Wilkinson, R. W., Kendal 
Williams, A. J., Aughton 
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Wiliams, D yfleet 
Williams, M. Steet Halstow 
Williams, S., Norwich 
Williamson, D. J., Peterborough 
Williamson, L., Cheltenham 
Williamson, R. J., London 
Willoughby, T. D., Croydon 
Wing, P. K., London 

Wirgman, F.M. , Sidcup yA 
Wong, F. K., Kuala Lumpur 
Wong, F. M. , Hong Kong 
Wong, H. C., “Kuala Lumpur 
Wong, L. , Hong Kong 

Wong, M. W., Kuala Lumpur 
Wong, 5. C., London 

Wong, W. Y., Kuala Lumpur 
Wong, Y. L., Walton-on-Thames 
Woo, S. S., Hong Kong 
Woodiwiss, D., London 
Woodman, R. C., Watford 
Wright, A. R. , Kingston 
Wright, D. , Billericay 

Wright, D. G. , Okehampton 
Wright, P. M., Chatham 

Wu, S. W., Singapore 


Yau Po-Chung, J., Hong Kong 


Yaw, E, O., Kumasi ’ 

Yeap, C. C Kuala Lumpur 
Yee, L.S., Kuala Lumpur 

Yeo, W. T., Kuala Lumpur 
Yeo Thian Hock, T. T., London 
Yeung Kwok Fai, G. , Hong Kong 
Yong, C. M., Singapore 

Yoong, S. P., Malacca 

Young, B., eee 

Young, G. J., Luton 

Youngson, D. J., Aberdeen, 

Yu Ching Sum, E: , Hong Kong 


Yuen Wan Yee, B., Hong Kong 


Yusufu, I., London 


Zammit, E., Qormi 
Zuker, G., London 


SECTION 5 
First Place and Prize: Berry, P. J., Hove 
Second Place: Milner, P. L., Hull 
Third Place: Nisbett, M. J. (Mrs), Glasgow 


Abass, S. A., London 
Abayawickrema, P., Richmond 
Abdul Aziz Bin Puteh, London 
Abdulla, M. H., Aberdeen 
Abdullahi, M., London 

Abedi, B. A.; London 


_Achiampong, A. A., Birmingham 


Adeyeye, A., Lagos 
Aileru, N, K., Leeds 
Akadiri, E. A., Leeds 
Akonor, E. T., London 
Alabi, S. A., Lagos 
Alade, V O, London 
Aladin Bin Maji Md Lip, Shah 
Alam 
Alexander, J. A., Newbury 
Ali, L. H., Tottenham 
Allpress, F., London 
Allsupp, E. A., Teignmouth 
Alman, F. A., Goodmayes 
Aloba, H. O., London 
Arnzirin, B. A., Shah Alam 
Aroyewun, M. A., Liverpool 
Austwick, D. E., West Bromwich 
Avey, B., Dartford 
Ayamdare, G. A., London 
Aylmer, K., Ashtead 
Azzopardi, R. G., Hamrun 


Bacon, E. P., Stowmarket 
Baker, K., Solihull 

Baker, M. R., Harleston 
Ball, J. B., Leicester 

Banks, K. I., Sawbridgeworth 
Barber, G. R., London 
Barry, T. J., London 
Bartley, A., Cardiff 

Barton, D. R., Wallasey 
Baxter, M., Sittingbourne 
Beckley, M. J., London 
Begley, G. E., Hoddesdon 
Bekele Tamirat, B., London 
Belt, M. J., London 
Berkery, M.J., Dublin 


Berry, P. J., Hove 

Bituro, S. M., London 

Blackman, K., Basingstoke 
Blackman, W. S. , Bridgetown 
Blackwell, G. , Nottingham 

Bollard, J. K., Dublin 

Bottomley, C. M., Manchester 
Bowditch, B. L., Maidenhead 
e C. F., Weston-super- 


are 
Boyle, C, F., Leeds 
Boylon, J. P., Chorley 
Bramley, M. F., Bedford 
Bremner, C. M., Braintree 
Britton, S. M., Nairobi 
Brixey, C. P., Verwood. 
Brown, G. M., Falkirk 
Brown, G. R., Cheshunt 
Brown, G. Y., Hounslow 
Brown, M. C., Orpington 
Brown, P. A., Wimbledon 
Bungsy, J., London 
Burton, S. M., Doncaster 
Basschau, L. ]., Slough 
Butler, D. J., Beckenham 


Cahill, J. P., Dublin 

Campbell, J. M., Harrogate 
Carpenter, G, E., Birmingham 
Carrington, B. E., Birmingham 
Casey,.P. J., Swindon 

Chamberlain, R., Peterborough 
Chan, S., Hong Kong 

Chan, S. Y., Hong Kong 

Chan, L. H., Singapore 

Chan, Y. W., London 

Chapman, A., Nottingham 

Chapman, J. A., Bath 

Charlton, N., Reading 

Chay, C. A. , Port of Spain 
Chedumbarum Pillay, R. C. London 
Cheung, W. C., Hong K ong 
Chhabra, S. , Leytonstone 
Chin, C.K., "London 


^ 
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Ching Ho Tung, m London 


- Chitty, J. B., „Chippenham 
` Choi, C. L., Hong Kong 


Choy, Y. L., Hong Kong 
Christofi, E., Nicosia 
Chrysanthou, A., London ` 
Chrysostom, W. ¿Port of Spain 
Chu Pui Ming, B., London 
Chuan, L. Y. London 


.. Clark, B. A., Carnfocth - 


Clarke, J. V., Dublin 
Clarke, R , Neston 
Cobbina R., Londan 
Cobley, R. K.,Ruskden 
Coker, J. E., Chelmsford 
Coleman, P. R., Dublin 


,'" Collison, J. S., Luten 


Connolly, T. A., Tunbridge Wells 
Cook, D., Edinburgh 


- Correa, M. A., London 


> Danks, T. A., Solihull 


rt 


Coughlan, W. J., Dublin 


* Cozens, D. G. , Essex 


Craig, C. Elgin 
Creber, S. A. , Strat?ord- upon-Avon 
Crisp, R. C. , Suffolx 


` Cubbin, C.N. , Wigan 


Davies, B. W., Cardiff 
Davies, J. G., Swarsea 
Davies, K., Halesowen 


. Davies, R. A. , London 


Davis, M. Tis Hindhead 


7 Dawson, R. W., St Helens 


Day, A. L. , March 


, Din, A., London 


Dixon, G.E. Peterboróúgh 


; Dowson, A., Hazel Wood 


Drain, G. E. , Henley-on-Thames 


: Druce, S. M. , Chichester 


Du egan, ] 4 ‘Birmingham ` 
Dully, J. es Athlone 


Duncan, I. A., Ardrossan 
Duncan, P. A., Cobham 


Dutnall, W. E., Bury St Edmunds 


. Duverge, M.J., Lcndon 


- * Eccles, A. W., Hull 
. Ekejiuba, R. S., Lendon 


` Ekwensi, W. A., London 
~ Elwick, B., Hull ` 


`- Emblin, R., Paignton. 


Emerton; J. H., Cerdiff 
Entwistle, G. M., Whitehead 
Ero, L. S., London 

Ewebajo, Y. A., Lagos 
Ewen, G. G., Milkimber 
Eyles, P. E., Swindon 


Faldon, M. W., Coventry 
Fancourt, J. E., Caterham 
Farmer, R. I., Buxted ' 
Farren, C. J., Dutlin 


< Faseyiku, A., Leeds 


Fawcett, D., Loncon 
Ferguson, G. D., Leven 
Finch, P. D., Tewkesbury 
Fisher, N. R., Wa lasey 
Fisher, R. J., Wal:asey , 
Fleming, D. C., Glasgow 
Fox, R. A., Bristo. 


» "Freeman, R. G., Stamford 


Griggs, D. M., 


Fu, K. C., Hong Kong 


Gamlin, A: R., Bristol 


Ganatra, R., -Lond on 
Gardiner, R. A., Chelmsford 
Gaytón, R. K. , Caelmsford 


, George, R. H., , H2mingford Abbots 
; Gerlach, R: H., Croydon 


Gheewala, G. À., Manchester 
Gibbs, R. J., Solinull 


" GIL A: Lanark 


Glazier, P., Wallesey 

Gooding, D. W., Lusaka ' 
Gonsalves, B., Twickenham 
Gower, S. B., Sutton - 

Graham, M. » Kirkella 

Graham, M., Newcastle upon Tyne 
Green, R. J., Birmingham 

Green, R. W. , Kingston 
Greenberg, M. Di M 

Greenberg, M. E., Yor 

Greensmith, J. M., South Godston# 
London 


Hall, D. D., London 


* Halpin, B. P., Dublin 


. Kerr, A., Dublin s 
Kerslake, W. J., Barry l 
- Khalid, Ro, Lahore 


THE 


t 


Hamilton, I. S., London 
Hamilton- Smith, B. K,, Wembley : 
Park | 
Hammond, F. I5 Felpham 
Hanley, A. S., Limerick 
Harden, J. W., Egham 
Harris, C. A. Jersey 
Harrison, D. J., Prestwich ,  - 
Harvey, M. Great Yarmouth 
ce W., Norwich : 
ood, C. B., Epsom 
den, F., Poole 
Hebel "T. M., Sheffield 
Heng, K. W. «Singapore 
Henshall, P. D:, Weybridge da 
Hide, D. E N ' 
Hocking, R., Whitstable 
Hogan, J. M., Broadstairs 
Holmes, G., Leek 
Hood, C. J., London 
Hood, H., Walsall 
Hough, I. Sutton 
Houghton, K.G., Norwich 
How, R.O. , Wembley 
Howells, D. J., Enfield 
Hu Me Yu, A., Hong Kong 
Hubbard, J. B., Flackwell Heath 
Hughes, ip À., Portsmouth 
Humphrey, 


i 


Tyne 
: Hung Kee Leung, S., Hong Kong 
E i uui A. 


G., Newcastle upon 


Huntes, W.A., Aberdeen ` 


Ikiriko, N. K., London ^" > ` 


Iles, G. R., Maidstone 
Ironside, W., London ' 


Jack, P., Bulawayo’ 


“Jackman, P., Port of Spain 


Jackson; M. A:, Kingston +. 
Jackson, T. , Accrington 

Jain, R., Norwich . 

Jamberi, G. W., Birmingham 
Jameson, G., Chester, - 
Janmohammed, A. F., Cardiff 
Jarrett, T. A., Kingston 
Jebuta, S. A., London 

Jenkins, P., Port Talbot : M 

J enkins, T. , Bridgend di 


d Johnston, T. P., D E E 
* Jones, G.R., Il ford ^ 


y 


Kam,P. M., Hong Kong 
Kamdar, H: D., London 
Keeling, R.J., Walsall  .. 
Kelsall, R., Norwich ' 
Kenny, W. N., Dublin 


Khan, G. Georgetown 
Kharodia, S. A., Birmingham 
Kinsella, A. E., Dublin - 
Knowles, G: F, Leeds 
Knox, A. M. ` Gourock 
Kotas, B. P., Huytón 

Kukoyi, M. O., Lagos 
Kwok, P. J. "Hong Kong 
Kynaston, K. R., Cardiff 


" - Lakhani, J. S., Harrow 


Lamb, J. F., Strathaven | 

Lane, A., London f 
Lawal, R.I , Lagos 

Lawrence, Ñ W., Leeds 

Lawuy, J. D. , Lagos 

Lee Shuet Ngo, B. S., Hong Kong 
Lee, W. K., Singapore 

Lee Yiu Cheung. A:, Hong Kong 
Leong, R., Liverpool 2 
Leung, C., London 


Liew Kim Seng, D. , Singapore 


Linnane, T. J., Dublin 
Lockwood, K.H. , York, 
Logothetis, S.G., "London 
Lum, S. Y., Kuala Lumpur 
Lutchmeesingh, K., London 
Lynch, A. A., Lond on 
Lynch, R. A., Wolverhampton 
Lynn, D., Stanmore 


Mackenzie, J. F., Arbroath 
MaClachlane, E., Glasgow . : 
MacNish, A.J.,Gourock . '. 
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D., Newcastle upon 


Madhani, A. H., Moshi + ' 
Mahon, R. H., Cheadlehulme 
Malik, M. I., Lichfield 

Mann, R., Kirkcaldy. 
 Manraj, D. D., London 
Manship, R. J., Walsall 
Marlowe, R. Ls Guildford 
Maroo, S. M. , London 
Marsh, A. R., "Amblecote 
Martial; -D.R. Leeds 
Martin, N., Dublin 

Martin, R., Castleford 

- Mary, K. S., Norwich S 
Maskatiya, À. W., London . : 
Massawe, B. S., Moshi 


- Mathias, R., Live cool E 
Matthews, T. W., Ruislip 
Maunders, K.T. ; Hull 


Mayo, R. C. , Dagenham 

McCarthy „M. M., New Southgate 
McCarthy, P. W., Dublin ` 

. McGregor, E. , Peterculter 

Md Rafik B. Sham Md, Shah 


Alam 
dg as Salehudin Bin Othman, Shah . 


‘Mendham, L. J., Aberdare : 

. Midwinter, S. ; Cambridge 
Miles, M. la Wymondham 
Miller, B. S., Dundee . es 
Mills, W., Matfield 

' Milner, P. L., Hull 

Milns, D. H., "Hull . 

Ming, H. C. Hong Kong 
Molloy, P. M. , Dublin 
Moore, R. F., Hull 

Moran, R. J.; London. 

Morris, P. C., Deal ‘i 
Moseley, J. E., Liverpool 
Moullin, B. M., Sevenoaks : 

" Mulligan, P. O. » Maidstone | 
Mundey, J., Braintree : 

. Musai, V. D. , Glasgow  . 
Muskett, M. J., Gt Yarmouth 
Mustafa, I. E. , London 4 : 


Naiwo, A. D., London 
Nikpour, M. , London 
Nisbett, M. im Glasgow 
Nwaubani, C.H. , Enugu 


O Donnell, H., Rathcoole” 
O’ Dwyer, La Limerick - 
' O’ Farrell, D. G., Harrow 


O’ Keefe, T Colchester 
O'Léary, C. ,Leixlip `` 
.O'Leary, . C., London 


O'Riordan, M. de Upminster 
_Ogbourne, J. M. , Blackpool ] 

" Ojok, T., Romford 7 

Okeke, M: , Stockport - 
Olagunju, A. O., London 
Onuoha, I. C., Oldham 
Opoku-Antwi, S., Leeds \ 
O'Sullivan, C. B., Dublin: 


‘ Palmer, H. J., Doncaster - 


Paraboo, C. , London, 
Parker, À. W., Stevenage 
Parry, T. C., Manchester 
Paterson, D. N., Havant 
Pearce, D. E., Enfield ` r 
Pearce, M.R. , Woodford Green | 
Peel, p J., Bristol 

Pennifer, P. A., Chelmsford | 
Persaud, K. , London : 
Peters, È. O., ‘London ' 
Pitfield, J. M., Londón 
Ponsford, J., London 
Popoola, R. A., Glasgow 
"Pordage, P. E., "London 
Porter, J:, Wolverhampton 
Porter, J. N., Belfast 

Powell, S. C. , Ilford 

. Power, F. H., , Kilkenny 
‘Powney, B. A. , Dudley 

Pratt, B. “Norwich 

Presco, LP: ; London 
Presley, P. M. , Nottingham ' 
“Price, M. D. , Harrow 

Price, R. A., London 
Price, T. A., Biggleswade 
Priest, D. N., Hal alesowen ` 
Puntan, M. J., Swansea 
Purcell, R. P., Dublin 


Radford, J. G., Folkestone , 
Radwell, J. K., Barnet 


 Sawers, D. 
' Scandar. J. A., Beirut 
Senior, K., Runcorn 


September 13th, 1973 


- 


Rahemtülla, S. A., Chelmsford ` 
‘Raimondo, V. J., London < l 


Rainbow, R., Birmingham 
Ram, L., London : 


Ramdass, R:, London — 


Ratnarajah, P. A., London 
Raval, J. K., Mwanza 

Read, R. , Sible Hedingham 
Redmond, M. P., Dublin . 
Reid, L. E St Andrew 

Reid, R., Hounslow 

Reilly, G. P. , Reigate 

Richards, D. A., Brierley Hill  . 
Richardson, G. S., Peterborough 
Richardson, P., Benfleet 
Richmond, A., Birmingham 


. Rickwood, C. P. , Birmingham 


Robbins, R. R. , Sutton 


Roberts, “A. , Kirkcaldy 


Romeril, B. D.; ; Manchester 
Ronan, Ñ. J., Limerick 

Ross, D. M. , Egham’ 

Russell- Brown, M. J., London 
Rutahigwa, B. F., London 


. Saliu, Y. O., London 


Sandle, J. W. , Morden 
Sarkiss, E., Beirut - 
Sarson, P., ci E 
Saunders. P. W., Nairobi 
Savory, C. J. " Fareham 
S., Dundee `` 


rias 
, Harrow 


Shah, A., 
Shah, J.K 


F Shahabi, S., , London 
Shaw; S. D., Dundee: 
., Shepherd, N. À., Dias on 


Sheth, S. J., London 
Shogbamimu, A. K., London. . 
Sien Tien Chou, J., Singapore 
Silangwa, N.G. , Birmingham. 
Simiyu’ Makhanu, F. M., Belfast 


-- Singh, K. , Singapore 
- Skog, E. T, Chelmsford . 


Slater, G: T., Westminster 
Small, M. B., '"Grimsby 
Smart, E. J., London: 
Smith, C. E., Nassau 
Smith, Lo Edinburgh 
Smith, K. S. , Birmingham 
Smith, N. L., Aberdeen 


_So Chai Sang, J., Hong Kong 
, Sogren, S. London 


Solomon, J., London . 
Soper, P. G., London . 
Soyebo, M. O., London - 
Sparks, D. J., Cookham 

Staff, K. H. , Ipswich 
Starrit, W. L. , Newtownabbey 
Stead, M. R., Caricas 
Steedman, ]. A. , Birmingham 
Stokes, R. T., Plymouth 


“Stone, A. E., Watford ` 


Stone, C. D., London 
Story Jones, E E. A., Bristol 
Stott,-D. G., Ascot 
Strachan, A. Peterhead 


` Sudbery, V. J., London 


Swain, R., Mansfield 
Swainson, T. A., Loughborough 


'T affe, F. R., Kingston 
Tai, S. Y., Hong Kong 
Tainsh, A. F., Glasgow 
Ts M. E., London 
Tan, E. H., Kota Bharu 
Tan, B. H. "London. 


_. Tang Chi Chuen, J., Brighton 


Tang King Hung, G , Hong Kong 
Tay, 5. L., Singapore 


Therrien, P. G., Thorpe Bay 


- Tilling, C. J., Birmingham 


Towers, M., Leeds 

Tremlett, A. C., Guisborough: 
Trzebinski, J. S., Liverpool . 
Tsui Ka Lun, A., Hong Kong 
Tung Yu Biu, Y., Hong Kong 


. Turnbull, A. S., Perth 
" Udozor, J. O., Lagos 


Uniacke, K. P. > Dublin 


Vaghela, J. D. Rugby 
Varma, ., Nairobi es EC 
Varma, S. B. , Nairobi 
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Vasa, B. V., London 

Vaughan, T. D., Dublin 
Ventre, A. P. , Liverpool 
Voon, R. K., Streatham 


Wai Yu-Tsang, C., Hong Kong 
Waites, D. G. , Houghton-le-Spring 
Waldron, M. . Bexley 

Ward, G. S., Penarth 

Ward, R. J., Peterborough 
Ward, R. S., Bournemouth 
Watters, A. J., Glengarnock 
Wells, G. C., Middlesbrough 
Wells, G. E., York 

Werner, M. F., London 
Wessely, W. B., Slough 

White, P. M., Leeds 


and 
Notices 





PROFESSIONAL NOTICES 


BAILEY, PAGE & Co, Chartered Account- 
ants, of Liverpool, announce with regret 
the death of their senior partner, Mr 
James Page, F.C.A., on August 29th. The 
practice will be continued, in the same 
firm name, by the remaining partners. 


DICKINSON, KEIGHLEY & Co, Chartered 
Accountants, of Bradford and Hudders- 
field, announce that Mr M. A. Sugarman, 
F.C.A., has been admitted as an associate 
partner. 


GREENE, VERBER & CO announce that 
as from September 24th, 1973, the 
Manchester practices of A. S. DAuLBY 
& Co and GREENE, VERBER & Co will 
be amalgamated and the new firm will 
practise as DAULBY, VERBER & Co, 
Accountants, at rst Floor, Kings House, 
40 King Street West, Manchester M3 
2WY. 'l'he partners of the new firm are 


Mr ANTHONY 3S. DaAULBY, A.B.A.A., 
F.R.S.A., and Mr DaviD A. VERBER, 
F.B.A.A. 


White, R. N., Enfield 
Whotton, P. J., Burton upon Trent 
Wilkes, J. I., Lichfield 
Williams, T'. T., London 
Willis, K. N., Southampton 
Willmer, C. E., Woking 
Wilmot, K. J., Stevenage 
Wilson, W., Edinburgh 
Wood, N., Mufulira 

Wright, J. D., Clacton-on-Sea 
Wright, J. J., Uckfield 


Yearwood, N. B., Dunstable 
Yong-Kee, E., London 
Young, B., Birmingham 


Zainuddin, B. Sarbini, London 


Examination 
Section 1 
Section 2 
Section 3 
Section 4 
Section 5 


Totals 


Price WATERHOUSE & Co (United 
Kingdom firm) announce the retire- 
ment on September 3oth, 1973, of Messrs 
C. H. NicHOLSON and A. B. Lucas, 
resident in London; Messrs J. DAYKIN 
and H. T. ScoTHORNE, resident in 
Nottingham, and Mr M. B. NicHors, 
resident in Bristol. 


Price WATERHOUSE & Co (United 
Kingdom firm) also announce the 
admission to partnership on- October 
Ist, 1973, of Messrs R. B. Brooke, R. J. 
HicaGiNS, G. I. Mitts, P. F. Spurway, 
M.A., who will be resident in London; Mr 
P. W. Jowerr, M.A., who will be resident 
in Newcastle upon Tyne; Mr P. G. 
LIDDLE, who will be resident in Manches- 
ter; Mr J. A. TEARE who will be resident 
in Liverpool, and Mr R. J. Waris, 
M.A., LL.B., who will be resident in 
Birmingham. 


M. A. SuGARMAN & Co, Chartered 
Accountants, of 161 Street Lane, Leeds 
8, announce that with effect from 
September rst, 1973, their address will 
be La Plata House, 147 Sunbridge Road, 
Bradford 1, and that from that date they 
will become associated with DICKINSON, 
KEIGHLEY & Co, Chartered Accountants, 
Bradford. Mr M. G. RAISTRICK, F.C.A., a 
partner in DICKINSON, KEIGHLEY & Co, 
has been admitted as a partner in M. A. 
SUGARMAN & Co. 


WHINNEY Murray & Co and WHINNEY 
Murray Ernst & ERNST announce the 
retirement on August 31st, 1973, of 
their senior partner Mr T. W. 
MACDONALD, C.A., and the retirements on 
the same date of Professor D. S. 
ANDERSON, M.A., C.A, Mr J. F. A. 
GIBSON, C.A., and Mr N. H. RUSSELL, 


F.C.A., from their Edinburgh, Glasgow 
and Birmingham partnerships respect- 
ively. They announce also the admission 
on September 1st, 1973, of Mr N. $. J. 
MOORE, A.C.A., and Mr B. C. YOUNGMAN, 
A.C.A., into their London partnership 
and of Mr P. N. MARTIN, A.C.A., into 
their Birmingham partnership. 


WRIGHT, STEVENS & LLoYD, Chart- 
ered Accountants, and KINNEAR WEBB & 
SUNLEY, Chartered Accountants, an- 
nounce that they have merged their 
practices together with that of S. E. 
Parish & Co, Chartered Accountants, 
with effect from September rst, 1973. 
The three firms will continue to practise, 
for the time being, under their existing 
names. A full integration of staff and 
services to clients has been effected at the 
offices of WRIGHT, STEVENS & LLOYD at 50 
Cannon Street, London EC4 and at Davis 
House, Croydon. Mr WYNNE GRIFFITHS, 
F.C.A., retired from the latter two firms 
on the same date. 


APPOINTMENTS 


Mr T. W. Dodfray, A.c.c.a., has been 
appointed an accountant to Aerosols 
International. 


Mr T. C. Evans, F.c.a., has been ap- 
pointed financial director of RFD — GQ 
with effect from October rst. 


Mr Roger M. Green, A.C.A., group 
accountant of Bodycote International, 
has been appointed a director of the 
company. 


Mr Murton V. Hope, A.c.c.a., has 


been appointed financial accountant, 
Griffin Catering Co. 





FOR C. A. 








EXAM 
PASSES 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 45 years 
of postal tuition experience and over 240, 000 passes, it assures your success in all the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
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Mr Graham Jones, A.C.A., has been 
appointed group accountant of Fine 
Fare, and Mr David Fletcher, B.A., 
A.C.M.A., has become management ac- 
countant. 


Mr John Moore, r.c.a., T.ENG.(CEI), 
has been appointed financial controller 
of Fine Fare. Mr Moore joined Fine Fare 
in 1968 and was previously group chief 
accountant. 


Mr W. P. Browne, B.COMM, F.C.A., has 
been appointed secretary of GEC Dis- 
tributors (Ireland), a subsidiary of Walsall 
Conduits. 





Z 
m i 


Mr G. J. Perkins 





AN 
$a at M 


Mr W. P. Browne 


Mr Graham Perkins, A.C.M.A., for the 
last two years a divisional controller in the 
James Scott Engineering Group, has 
joined Lloyd Executive Selection as a 
senior consultant in the Accountancy and 
Finance Division. 


CHARITIES AND TAXATION 


Treasurers and others responsible for 
administration of charitable appeals are 
likely to find something of interest in a 
recently-published booklet Charitable 
Giving and Taxation. It deals with the 
nature, use and administration of deeds 
of covenant; charitable gifts by com- 
panies; legacies and estate duty; chari- 
table trading and VAT. 

The booklet, it is pointed out, is not 
intended as a substitute for professional 
advice. As was demonstrated in Vander- 
vell v. CIR, a benefactor ‘may unwit- 
tingly be likely to incur catastrophic tax 
consequences through a public-spirited 
and altogether admirable attempt to 
make a gift to a charitable cause”. 

Copies of the booklet, price £1:10, are 
available from Craigmyle & Co Ltd, The 
Grove, Harpenden, Herts. 


Se eae CRA rr Ta * e ES A 
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ENGLISH INSTITUTE'S LIST 
OF MEMBERS 


Copies of the 1973 List of Members of 
The Institute of Chartered Accountants 
in England and Wales are now available 
from Chartered Accountants’ Hall, Moor- 
gate Place, London EC2R 6EQ. 

The special price of £1°75, it has been 
pointed out, applies only to volumes 
collected from Chartered Accountants’ 
Hall by members or their authorized 
representatives. The charge for copies 
supplied by post is £2 for members and 
£5 for non-members. 

An order form for members’ use was 
included with the August issue (No. 38) 
of the Institute's Newsletter. 


FINANCIAL MANAGEMENT 


Chartered Secretaries’ 
Conference 


The theme of the 1973 conference of 
The Institute of Chartered Secretaries 
and Administrators, to be held at 
Leicester University from September 
20th to 22nd, will be “Financial Manage- 
ment’. More than 130 members of the 
Institute have already signified their 
intention to attend. 

Mr Peter Emery, M.P., Under-Sec- 
retary for Industry and Consumer Affairs, 
is to open the conference, with a response 
by the President, Mr T. E. D. Mason, 
B.COM., F.C.LS., F.C.c.A. Other speakers 
will be Professor D. R. Myddelton, 
M.B.A., F.C.A., F.C.LS., on “Objectives of 
Financial Management; Mr Douglas 
Garbutt, MD., A.C.LS., A.C.M.A., of 
Cranfield School of Management, on 
‘Facts and Figures”; “Mr | G. "X 
Holdsworth, F.C.A., of Guest Keen & 
Nettlefolds Ltd, on ‘Development Policy 
from Financial Information', and Mr 
W. J. F. Benton, A.c.1.s., of Hoare & 
Co, Gorett Ltd (stockbrokers) on "The 
Company's Role with the Outside World”. 


MAYFAIR TAX DISCUSSION 
GROUP 


The first meeting in the 1973-74 session 
of the Mayfair 'Tax Discussion Group of 
the London and District Society of 
Chartered Accountants will take place on 
Wednesday, September 19th, at 6 p.m, 
at Devonshire Street House, 30 Devon- 
shire Street, London Wr, when the 
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subject for discussion will be the 
Finance Act 1973. 

The Secretary of the Group is Mr 
Alan Gilbey, F.c.a., Messrs Shears and 
Gilbey, 49 Welbeck Street, London 


W1M 7HE. Telephone 01-205 4685. 


ASSOCIATION OF HOSPITAL 
TREASURERS 


The impending reorganization of the 
National Health Service forms the theme 
of this year's annual conference of the 
Association of Hospital Treasurers, to be 
held at the Connaught Rooms, London 
WC2B 5DA, on November 8th and oth. 
Speakers have been named as Sir Keith 
Joseph, Secretary of State for Social 
Services, and Sir Desmond Bonham- 
Carter, chairman of the South-West 
Metropolitan Regional Hospital Board. 
Mr B. G. Bush, F.C.A., F.H.A., treasurer 
of the East Anglian Regional Hospital 
Board, is this year's President of the 
Association, and Mr J. R. Hindle, F.c.a., 
A.H.A. (Preston and Chorley HMC) its 


treasurer. 


ECONOMIC SURVEYS 


Three further economic surveys in the 
series on member countries of the OECD 
have now been published covering 
Germany, Finland and Japan. Copies are 
available from HM Stationery Office, 
P.O. Box 569, London SE: gNH. Price 


35P, by post 413p. 
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NOW MADAM, 
CAN YOU 
IDENTIFY THE 
GUILTY ONE ? 











THE 


September 13th, 1973 ACCOUNTANT 











"Leek and who?" 


"Leek and Westbourne, of course. One of linked to the Royal Insurance Group. Again, a 
the biggest building societies. They know how high yield, with an endowment assurance policy 
to look after people's money and, provide built-in. You've the S.A. Y.E. Scheme. Save for 
something for everyone." five years, collect a tax-free bonus equal to one 

“How?” year's savings. Leave it all untouched for two 

“Take their General Investment Account, more years, and another bonus! 
for a start. You get 6.75% interest, that's 9.64% Impressed ?” 
gross. Or their Regular Savings Scheme. Sub- "Marvellous ! These Leek and Westbourne 
scribe from £1 monthly to £30, (£60, if your people sound very useful. I'd like to hear more, 
wife joins in), and your interest is 7%,10% gross. especially as you re the expert.” 

Still 796, even if you opt out before the full term." "Drop in tomorrow. l'Il give you all the 

"That's pretty good. Is that all ?” details and latest figures then. They're very 

"Oh no! You've Savings Bonds, they are impressive." 


All interest rates spoken of here apply to a basic rate income tax of 307; 
A safe name to invest in... 


Leek and Westbourne 


BUILDING SOCIETY 


Member of The Building Societies Association. Authorised for Investment by Trustees 
Chief Office: Newton House, Leek, Staffs. STI3 SRG. Tel: Leek 4351 





We are the teachers! 


From September, 1973, Foulks Lynch are introducing a new programme of 
integrated courses to meet the new policy of the Institute of Chartered Accoun- 
tants in England and Wales. These new courses are designed to give students 
the highest possible standards of tuition and in doing so, to substantially in- 
crease students' chances of success in each stage of the Institute's examinations. 
These courses will run concurrently with existing courses and are open for group 
or individual enrolment. 


Foundation and Professional Examinations 


Block-release and Pre-exam courses, Tutorials and Linked private study will be tailored to the 
Institute's examinations and the needs of individuals. Also similar courses for special examination 
exempting Graduates from Institute's Foundation examination. 


Linked Courses with Colleges 


To enable students in widely scattered parts of the country to benefit from oral tuition linked 
with their private studies, Foulks Lynch work jointly with Polytechnics and Colleges of Further 
Education countrywide to ensure a programme of co-ordinated study and further enhance 





students chances of success. 


Classes 


Pre-study two weeks course beginning Ist October for students starting their Part | studies. 
Pre-study three weeks course beginning 22nd October for students starting on their studies for 


the Foundation Examination. 
Intensive 8 weeks courses for Final Part | and Final Part ll examinations start Monday Ist October. 


One week course (week commencing 24th September) Accounts Ill paper in Final Part l| exam- 


ination for those who find particular difficulty in this paper. 
One week course (week beginning 5th November) on General Paper in Final Part | examination 


for those who find difficulty here. 





For full prospectus and details of all Foulks Lynch classes and courses please apply to the 
Enrolment Officer, E.S. Moore Esq., quoting this reference, TA3 


Foulks Lynch 


H Foulks Lynch & CoLtd 
4 Chiswell Street, London EC1Y 4UR 
Telephone 01-606 0255 














Registered as a newspaper at the Post Office. Printed and published in Great Britain by GER CO (PUBLISHERS) LIMITED, at The Priory Press, St Albans, Herts. Editorial a dr era pr 


i i i '. Post-pai iptions: £10-50 ; 
151 Strand, London WCZR 17]. Tel. 01-936 0832, Cables: COUNTANT, London WC FUb snes efi n y pice 87 por copy, Post-naid eT A D I Coana TAA 1077 


THE ESTABLISHED 1874 


ACCOUNTANT 


SEPTEMBER 20th, 1973 


A Super Institute of Management? 
Stockbrokers Endorse EDS 
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VICTORIA 
VALUE S) Ltd. 


QUOTATIONS WILL BE MADE 
ON REQUEST WITHOUT OBLIGATION 


STOCKTAKING 


Retail, Wholesale € Industrial 
and 
VALUATIONS 
of 


Fixtures, Furniture, Plant & Equipment 








Official Certificates Industrial Stock-checking, 
issued for audit purposes Reconciliation of client's records 
Detailed Stock Summaries if required and updating— 
prepared for client's Inventory files compiled for 
information initial computer preparation. 


Observation reports and advice are included where appropriate 
as part of our service to clients 


9 Golden Square, London WIR 4BY 


Telephone 01-434 1718/19/20 
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A Super Institute 


ANAGEMENT institutes in Britain are once again 

questioning their existing pattern of organization. 
Is the representation of members effective? Are research 
facilities, information services and libraries being provided 
and used to the full? What training should managers re- 
ceive? Do the existing autonomous associations overlap 
unjustifiably? Accountants will be familiar with this 
brand of soul-searching, perhaps painfully so; debates on 
integration are no novelty to them. 

The British Institute of Management has disclosed that 
six management institutes have been holding talks which 
could bring into being a single association of up to 250,000 
members which would speak as a *united voice' on behalf 
of management in Britain. The organization would occupy 
one large building and share common services such as a 
library, a computer and administrative facilities. 

What would be entailed in a merger on such a scale? 
What would be the relationship of the expanded manage- 
ment institute to the major bodies in accounting, company 
secretaryship, banking and the other professions, of which 
a large proportion of members have direct involvement in 
management? What is the case for it, and what problems 
would it meet — or even create? 

At their narrowest, the objectives would be administra- 
tive economies; pressure of rising costs must be casting a 
shadow over the future of associations with a relatively 
small membership, and the result could be polygamous 
marriages of convenience. At the far end of the scale, the 
widest objective would be a claim for a single body to 
speak for management in Britain and to have a major 
control of standards in management as well as the direction 
of the training and development of managers. Between the 
extremes lie a range of degrees of affiliation; the possibilities 
are almost endless, and have been aired more than once in 
the past two decades. 

There is already in existence a co-ordinating association 
of management bodies known as the Consultative Council 
of Professional Management Organizations (CCPMO). Its 
members include the British Institute of Management, 
the Institute of Chartered Secretaries and Administrators, 


of Management? 


the Institute of Cost and Management Accountants, the 
Institute of Marketing, the Institute of Management Con- 
sultants, the Institute of Administrative Management, 
the Institute of Personnel Management and the Institution 
of Works Managers. But it is a loose association; it would 
not be unkind to say that its progress has so far been slow, 
even disappointing. 

What is the case for a ‘united voice’ of management? 
First, the immediate need as a matter of expediency for 
the smaller and usually more specialized bodies to cope 
with the costs of administering their services. Secondly, one 
might expect more extensive facilities in libraries, research 
and other activities, although one should not be too sanguine 
about the size of the actual economies achieved. ‘Thirdly, 
there would be an integrated approach to management 
practice, and to training and development, as well as to 
management as a profession. Fourthly, it could be that 
such an institute would carry more weight in its relations 
with government. 

What can be said on the other side? Institutes of ac- 
countants, company secretaries and administrators, cost 
accountants, insurance and taxation specialists, surveyors, 
engineers, architects and many others, are all to some 
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extent interested in management. Yet this is only part of 
their raison d'étre. Existence as a separate association is 
indispensable for their own professional objectives; there 
can be no question of their merger in a comprehensive 
management institute. Most of these institutes are ex- 
amining bodies, and have codes of conduct specifically 
related by something like case law to identifiable situations. 
The BIM, which must presumably form the core of a larger 
association, is not nowadays an examining body. 

The outstanding feature of management is its irrepres- 
sible variety. There is common ground, for instance, in 
personnel administration, principles of administration and 
control, finance and the technology of management, but 
the overriding variety tends to limit a close sense of 
common interest. The affiliation of an individual would 
primarily be with his profession. 

One might conclude that a case can be made for a type of 
federal association of functional management institutes 
such as those for purchasing, production, marketing, 


Stockbrokers Endorse ED8 


SSA E R EA E 


UPPORT for the ASSC's views 
on inflation accounting (EDS, The 
Accountant, January 18th) has come 
from the Stock Exchange firm of 
de Zoete and Bevan, headed by Sir 
Martin Wilkinson, a former chairman 
of the London Stock Exchange. 
Writing in the firm's recent pub- 
lication Inflation Accounting and the 
Investor, Mr A. P. Thompson, M.A., 
F.C.A., says: ‘We are all learning to 
live with inflation and, despite its 
weaknesses, CPP accounting . . . gives 
the best guide for equity investment 
in an inflationary environment. Every- 


companies ; 


parisons 


tuture. 
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(2) Replacement 
depends to a substantial extent 
upon estimates made by 


(3) CPP accounting makes it pos- 
sible to make theoretical com- 

between 
and to adjust these for changes 
in the rate of inflation ; and 

(4) The amount of work and the 
uncertainties 
placement cost accounting make 
it unlikely that it could be 
generally adopted in the near 
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office administration and so on, and that a general man- 
agement association would be at the heart of it. One 
would like the BIM to make clearer what it has in mind 
and, more particularly, to comment on that intriguing 
total of 250,000 members. Beyond that, there seems to be 
little demand for the association of all managers in one 
Institute. 

Meanwhile William Bree, an executive director of the 
BIM, has put forward a personal suggestion. Stating once 
more that the quality of management is increasingly 
important with a sustained high rate of economic growth, 
he goes on to recommend a national centre for management 
training and development, with resources to develop 
research, consultancy and case writing services which 
would be available to other educational and training bodies. 
But surely the BIM itself has had every opportunity for 
some years to develop in this way? If only the CCPMO 
had attracted mere enthusiastic support, one would feel 
happier about the prospects for such a clearing house. 


publication says that it is practical 
‘in the sense that all quoted companies 
will find it possible to produce CPP 
accounts without too much difficulty’. 

Release of the booklet at the present 
juncture can only lend more support 
to the view already expressed (The 
Accountant, August 2nd and Septem- 
ber 13th) that recognition of inflation 
in accounts is too urgent a problem 
to be shelved for an indefinite period 
to suit the convenience of a Govern- 
ment committee whose membership 
and terms of reference have yet to 
be announced. 

The firm of de Zoete and Bevan 
includes, among its partners and 
associated members, eight chartered 
accountants. 


cost accounting 


the 


companies, 


involved in re- 





one concerned with equity investment 
should therefore have as complete an 
understanding as possible of the 
meaning of CPP earnings figures.” 
The only substantial adverse crit- 
icism of EDS from the investor's 
point of view, Mr Thompson recalls, 
is that of the Society of Investment 
Analysts, which recommended the use 
of replacement cost accounting in 
preference to CPP (The Accountant, 
June 28th) — though apparently there 


- was a substantial minority within the 


Society which favoured the latter. De 


. Zoete's advocacy of the principles of 


EDS is based upon four main reasons: 

(1) CPP accounting gives consistent 

results between companies in 

a way in which replacement cost 
accounting does not; 


Figures released by the firm il- 
lustrate the effect, by reference to 
95 well-known companies, of CPP 
accounting in terms of earnings, price- 
earnings ratios, and asset backing. 
Recent share prices of Beecham, 
Marks & Spencer and Mothercare, 
in particular, are shown to represent 
a premium of the order of from 300 
to 600 per cent by comparison with 
CPP asset backing. Shares of low- 
return manufacturing companies are 
particularly unattractive in a period 
of continuing inflation and, according 
to Inflation Accounting and the In- 
vestor ‘many shares in this sector are 
over-valued by between 25 and 50 
per cent’. 

Though CPP accounting has been 
attacked as a theoretical concept, this 


ED8 Not to Wait 


Peer ONSE to the ASSC exposure 
draft, EDS, on inflation accounting 
has indicated virtually unanimous 
support for some form of inflation 
accounting now. Accordingly, the 
Committee intends to press forward 
with the development of a draft 
standard on inflation accounting. 
Following a meeting this week 
with representatives of the CBI, the 
Stock Exchange, the Bank of England, 
the DTI and the Inland Revenue, 
the ASSC reaffirmed its view that 
the subject was 'too important and 
urgent to be put into suspense until 
the results of the Government inquiry 
are known'. If this inquiry should 
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CBI, the draft standard would be OR the first time in history a b 
open to amendment as necessary; and President of The Institute of M 
as soon as the results of the inquiry AN 
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Chartered Accountants in England 
and Wales has visited the chartered 
accountancy bodies of Southern Africa 
at their invitation. Last week Mr 
Kenneth Wright, M.A., F.C.A., re- 
turned from a 12-day tour of Rhodesia 
and South Africa as the guest of 
the Rhodesia, Natal, Transvaal, Cape 
and Orange Free State Societies of 


wi a 


were known, the ASSC would take 
them into consideration in converting 
the draft to a full statement of standard 
accounting practice. 

Sir Ronald Leach, C.B.E., F.C.A., 
Chairman of the ASSC, said after the 
meeting: ‘I regret that the decision of 
Government to hold an official inquiry 
has not been taken sooner, since there 


seems to be such overwhelming sup- 
port for the ASSC’s proposals. I 
hope that the inquiry will proceed 
with the urgency which it deserves’. 


Manchester Society's 
Attractive Programme 


EMBERS of the Manchester 
Society of Chartered Account- 
ants will have the opportunity of 
participating, during the coming 1973- 
74 session, in one of the most varied 
and informative programmes of ed- 
ucational and social meetings yet 
offered by any district society outside 
London. An attractively produced 
booklet by the Society's education 
committee, under the chairmanship 
of Mr R. M. G. Carter, M.A., A.C.A., 
is available from the Society's offices. 
Highlights of the session will in- 
clude a two-day course (in association 
with the English Institute) on 'Ac- 
counting for inflation’ on October 
roth and 11th; an evening meeting 
with HM Inspectors of ‘Taxes on 
February 21st, 1974; a residential 
conference at Bowness-on-Winder- 
mere from March 8th to roth; and 
‘Is your insolvency really necessary’? 
on July 5th and 6th next. The Society 
also offers monthly luncheon meetings 
from October to May at a modest 
charge of {1-10 each (season tickets 
at £6-60 for all seven luncheons are 
also available); two of these, on 
November 21st and March 2oth, will 
be devoted to ‘Meet your Council 
Member’, at which Manchester mem- 
bers of the Institute’s Council will 
speak and answer questions. 

In a foreword to the booklet, Mr 
D. H. Slade, F.c.A., President of the 
Society, writes: ‘I do not believe 
that it is appreciated that the work 
that is carried out by the officers and 


Chartered Accountants. 

In six cities he met students and 
members and officials of the account- 
ancy bodies, including some 200 of 
the 940 members of the English 
Institute resident in South Africa — 
the highest concentration anywhere 
outside the United Kingdom. 

It was especially this bond between 
Southern Africa and England, which 
has existed for most of this century, 
that Mr Wright sought to strengthen 
by his visit. In addition, the trip took 
him back to the lands where he spent 
several years of his life. 

Of particular significance to the 
leaders of the accountancy profession 
whom he met was the news he took 
that South Africa was to be invited to 
co-operate in the work of the Inter- 
national Accounting Standards Com- 
mittee as an associate member. 

While South Africa has for some 
time been engaged upon a programme 
of improving standards of financial 
reporting, direct association with the 
IASC will ensure that this work 1s 
carried on within a framework which 
wil advance the cause of uniform 
international reporting. This is parti- 
cularly necessary in view of the very 





Mr E. Kenneth Wright speaking at a meeting 
in Southern Africa. He delivered addresses at 
more than a score of functions during his visit. 


large British and American investment 
in South Africa and her fast-develop- 
ing trade relations with other countries. 

In two radio interviews, which were 
broadcast in the English language 
service of the South African Broad- 
casting Corporation, Mr Wright com- 
mented on the developments in the 
UK regarding insider trading and 
inflation accounting, both of which 
are matters of parallel interest in 
South Africa. The Companies Act 
1973, effective from the beginning of 
1974, had to some extent anticipated 
the provisions expected to be intro- 
duced by new UK legislation. 

During his visit to the Cape Society, 
of which he had been an ordinary 
member for over 30 years, honorary 
membership was conferred on him, 
which, he confessed, gave him the 
keenest pleasure. 





committee of the Manchester Society 
is for the benefit of members in 
general; nor do I believe that it is 
appreciated what tremendous value 
the members can gain in participating 
in these courses and meeting their 
fellow accountants, whether they be 
in industry, commerce or public 
practice. It is my earnest wish that all 
the members of the Manchester Dis- 
trict Society should participate to a 
greater extent, and I can only hope 
that on reading through this booklet 
you will feel that it is essential to 
attend as many courses as possible.’ 


Lancaster’s Management 
School 


HE University of Lancaster re- 

cently announced a change in the 
name of its management school to 
‘The School of Management and 
Organizational Sciences’. ‘This name 
is stated to reflect more accurately the 
school’s wide spread of interests in 
business, commerce, the trade unions 
and the public services. 

Lancaster’s first ‘management’ de- 
partment, the department of Opera- 
tional Research, was established in 
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1964. The management school was 
formed in 1969 as a federation of the 
departments of accounting and finance; 
behaviour in organizations; marketing; 
operational research; and systems 
engineering, and the relevant activities 
of the departments of computer studies 
and economics. It now fills a co- 
ordinating role, serving as a focal point 
for internal discussions and external 
relations, and helping to maximize the 
effectiveness of the departments of the 
federation. 


New Peak in 
Invisible Earnings 


ARNINGS from Britain's gross 

private invisible earnings — to 
which the earnings of accountants 
and other professions make a signifi- 
cant contribution — reached a new 
peak of £1,740 million in the second 
-quarter of 1973, according to official 
statistics. This represents a growth 
of almost 25 per cent over the figure 
for the second quarter of 1972. 
Earnings for the first half of 1973 
amounted to £3,389 million, an im- 
provement of over £600 million com- 
pared with the figure for the first half 
of last year (£2,785 million). 

The net surplus on private invisible 
earnings, the strongest part of Britain's 
balance of payments, came to £851 
million for the first six months of 1973, 
compared with £704 million for the 
same period last year. 


Financing the Chunnel 


FTER 170 years of intermittent 

discussion, it seems that the 
Channel Tunnel is to be built. In a 
White Paper The Channel Tunnel 
(Cmnd 5430, HMSO, 68p) the case 
for the tunnel is set out with the 
conclusion that it will be in the national 
interest and also the cheapest and 
most satisfactory way of meeting 
'the dramatic and continuing increase 
in cross- Channel traffic’. At the same 
time, it will offer British Rail new 
opportunities of through services and, 
by improving long-distance com- 
munications, benefit the regions. 

The cost of the tunnel, to be shared 
between Britain and France, is esti- 
mated at £468 million at 1973 prices. 
Allowing for inflation, interest during 
the construction period and financing 
charges, the out-turn cost is estimated 
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at £846 million — to which must be 
added the cost of improving the rail 
link to London of £120 million. 

It is conceded that the financing 
terms will be complex, and involve a 
mixture of public and private in- 
terests. The cynic would doubtless 
observe that such marriages of financial 
convenience seldom work out very 
well for either partner. However, 
during the period of construction the 
risk capital will receive a flat rate of 
return of 7 per cent; the ultimate 
rate cannot be fixed until 1975 when 
the bulk of the risk capital will have 
been raised. Market expectations in 
mid-1973 would indicate, in the view 
of the two companies involved, that 
successful marketing would require 
an earnings yield starting at 8 per 
cent, coupled with an expectation of 
growth thereafter at 3 per cent per 
annum in real terms. 

It is further estimated that the 
market value of the shares could 
double between the date of issue and 
the start of operations of the tunnel, 
thus requiring an opening dividend 
yield in 1980 of about 16 per cent. 
It will be interesting to compare the 
out-turn with these expectations ten 
years hence. 


Irish Republic Raises 
Interest Rates 


HE prime lending rate in the 

Republic of Ireland was raised last 
month to 101 per cent, an all-time high 
record. This month, five weeks later, 
the rate has gone up to 11 per cent, 
and personal borrowers face a sicken- 
ing 121 per cent on their overdrafts 
to join the endless spiral of cost-of- 
living index uplifts. 

Deposit rates have soared in sym- 
pathy, except for amounts under 
£ 5,000 where the rate has been pegged 
at 7 per cent. Between {5,000 and 
£25,000 the increase is 2 per cent, to 
a total of 9 per cent; over £25,000 the 
increase is 1 per cent, to a total of 
IO per cent. 

The concessionary rate for funds 
borrowed under the capital exports 
scheme stays unchanged at 7 per cent. 
In a brave attempt at extenuation, the 
Central Bank has pointed out that the 
prime lending rate payable by govern- 
ments, local authorities and the bigger 
industries is 11} per cent in France 
and 114 per cent in Germany. 





MEET 


pr 





Salembdr 20th, 1973 


Pay Board at Work 


O one, least of all those directly 
involved, imagined that the Pay 

Board was likely either to enjoy a 
quiet life or to find its pronouncements | 
on the pay scene welcomed by those 
most affected. The reception accorded 
the first of its advisory reports, en- 
titled Anomalies (Cmnd 5429, HMSO, 
254p) will doubtless set the tone for 
the reactions to its future findings. 

Its main recommendation is that, 
in general, the anomalies arising from 
meeting the Phase II criteria on 
pay should be corrected in full at the 
beginning of Phase III. This could 
be done at a cost not exceeding {145 
million, equal to less than half of 
1 per cent of the national pay bill. In 
particular, it recommends that this 
sum be found out of whatever funds 
are permitted to be used to meet the 
pay increases approved for Phase III. 

It is difficult to argue with the case 
put forward in the report that those 
workers caught by the pay freeze 
last November should now have their 
claims met as a priority over fresh 
claims from the majority of work- 
people — including about two-thirds 
of all employees covered by national 
agreements — who felt little impact 
from the November standstill. 

Inevitably, the authors of the report 
found some difficulty in defining an 
‘anomaly’ and were forced to draw 
a line between cases which should 
rank for special treatment and those 
which did not. Perhaps the main 
merit of this first report from the Pay 
Board is that it brings home to the 
reader so clearly the very real prob- 
lems of any incomes policy. 


Government Outlaws 
Pyramid Selling 


RIMINAL proceedings are now 
liable to be taken, under the terms 
of an order published this week, 
against perpetrators of certain forms 
of ‘pyramid selling’. It is now an 
offence against the Fair Trading Act 
(Commencement) (No. 1) Order 1973 
(activating Part XI of the Act) to 
take or solicit payments from partici- 
pants in pyramid selling schemes if 
they are induced to make the payments 
by the prospect of benefiting from the 
recruitment of further participants. 
Abuses alleged in recent years have 
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included the creation of 'distributor' or 
'franchise' networks, in which partici- 
pants have been able to recoup their 
own investment only by collecting 
franchise payments from others who 
are subsequently introduced, and 
sometimes qualify for special terms or 
privileges according to the number of 
sub-agents recruited. Some schemes 
were found to depend for their sol- 
vency on a continuing inflow of 
franchise payments from new partici- 
pators, and collapsed — inevitably at 
the expense of the latest entrants — 
when such funds were no longer 
available. 

Comment this week from the DTI 
suggested that the new order is not 
aimed at 'chain letter' schemes for 
private, social or charitable purposes, 
provided that these do not in them- 
selves contravene Part XI of the Act. 


Group Registrations 
for VAT 


OMPANIES registered as groups 

were required under the VAT 
(General) Regulations 1972, to provide 
certain statistical figures on Form 
VAT 101 with each quarterly tax 
return for Customs and Excise statisti- 
cal information. After consultation 
with the Confederation of British 
Industry, these requirements have 
been considerably modified. 

'The information on VAT ror is now 
to be presented annually, and is to be 
based on the turnover figures (to the 
nearest £1,000) which a company is 


already required to furnish under the . 


Companies Act 1967, plus certain 
information about annual purchases. 
Form VAT 101 need not be completed 
if the total turnover in the group is 
less than £1 million; nor if all com- 
panies within the group are in the 
same trade classification; nor for any 
company within the group registration 
whose turnover is less than £250,000. 

Some registered traders, according 
to HM Customs and Excise, have 
experienced difficulty in obtaining 
properly prepared tax invoices from 
their suppliers. Registered persons 
are reminded that there is a specific 
legal requirement for them to issue a 
tax invoice for each taxable supply 
made to another taxable person, and 
a registered supplier who fails to 
provide a proper invoice on request 
may be liable to proceedings. 
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New International Firm 
ORMATION of an international 


association of firms with offices in 
the UK, Canada and the USA was 
announced this week. Robson, Rhodes 
& Co, whose principal UK office is 
at 24-28 Moorgate — “about as near 
as one can get to the Institute build- 
ing’ — have entered into new arrange- 
ments to practise internationally with 
J. K. Lasser & Co, of New York and 


29 other American cities, and 
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Dunwoody & Co, who have offices 


in 14 cities of Canada. The inter- 
national practice is to be known as 


Lasser, Robson Rhodes and 
Dunwoody. 
The London office of Robson 


Rhodes was established by the present 
senior partner, Mr Lawrence W. 
Robson, F.C.A., F.C.M.A., J.DIP.M.A., 
in 1927. Mr Robson, who played a 
leading part, together with Mr (now 
Sir) lan Morrow in the development 
of management accounting in the 





‘Pragmatic Approach’ to EEC 


Sa is a great deal of flexibility 
and adaptability in the UK's 
regulatory system which contrasts 
strongly with the more rigid and 
legalistic approach of some of our 
European partners. In the context of 
an enlarged Community this inevitably 
presents significant problems in 
achieving harmonization’, said Mr 
John Grenside, F.C.A., Vice-President 
of The Institute of Chartered Ac- 
countants in England and Wales, and a 
Vice-Chairman of the EEC accountants 
Groupe d' Etude, speaking last Saturday 
at the guest night dinner of the North 
West Society of Chartered Account- 
ants’ Conference. 

Mr Grenside went on: 'We should 
all acknowledge the immense amount 
of valuable work the Commission's 
officials have already done in the 
sphere of corporate regulation and 
financial reporting. But the accession 
of the United Kingdom has intro- 
duced a new dimension and special 
problems, the magnitude of which was 
not at first fully appreciated. It would, 
I believe, be in everyone's interest to 
pause and reflect how far the Treaty 
of Rome calls for uniformity or even 
near uniformity and certainly how far 
it is practicable to achieve this in the 
short-term without undue damage to 
the commercial life of certain member 
states'. 

In the view of Mr Grenside, it 
could well be that substantial benefit 
to the enlarged Community would 
more speedily be achieved by a some- 
what broader and more pragmatic 
approach. He suggested identifying 
those basic requirements which were 
fundamental to any system designed 


to regulate effectively the conduct of 
limited companies and to secure 
adequate protection for the providers 
of both equity and loan capital, for 
creditors and third parties, and for 
national and Community interests. 





Mr J. P. Grenside, F.C.A. 


The relevant directives should then be 
issued as ‘minima’ so as to permit 
those countries who so wished to 
impose more stringent standards whilst 
avoiding the regressive alternative of 
levelling down to the lowest common 
denominator. 

Company law harmonization, Mr 
Grenside stressed, was a matter vitally 
affecting the conduct of the UK’s 
most widely adopted form of trading 
organization and would have import- 
ant implications for the accountancy 
profession. It was therefore encourag- 
ing that after a rather difficult start a 
greatly improved dialogue and a much 
better climate of understanding had 
now been developed. 
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UK, was ICMA President in 1950-51. 

In 1947, the firm acquired the 
practice founded in 1844 by H. W. 
and John Blackburn (a member of 
the English Institute's foundation 
Council of 1880), and practised for a 
time under the name of Blackburns, 
Robson, Coates & Co. The present 
partnership includes, in addition to 
Mr L. W. Robson, Messrs Halmer 


Hudson, F.c.A., well known for his 


comments on the taxation scene; and 
Patrick Garland, F.c.a., a railway 
enthusiast and a director of the pri- 
vately-owned Dart Valley Railway. 
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Nordic Accountants' 
Common Standards 


EPRESENTATIVES of the ac- 

counting profession in Iceland, 
Finland, Sweden, Norway and Den- 
mark, meeting recently in Denmark, 
have agreed to work for closer 
co-ordination in the preparation of 
uniform standards of auditing and 
accounting practice. 

Autonomous bodies of accountants 
are established in each of the Nordic 
countries, although since 1969 there 
has been a measure of harmonization 
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in the field of professional standards, 
each body keeping the others in- 
formed of its work. The League of 
Nordic Accountants’ Associations has 
now set up a committee with the aim 
of drafting relatively uniform state- 
ments. 

Announcing this development, the 
Danish accountancy body, Foreningen 
af Statsautoriserede Revisorer, has 
confirmed that due regard will be 
paid by the Nordic group to state- 
ments published on common problems 
by the European accountants' fed- 
eration, UEC. 





THIS IS MY LIFE 


Fair Exchange 


by An Industrious Accountant 


LV AV beers I arrived in Prinny’s room, Scotty was there as 
well, wearing that tight-lipped grin of his which 
generally indicates that he’s out-smarted somebody. ‘I’m 
aye glad to do ye a guid turrrn’, he smiled; ‘I’ll swop ye 
young Jock of Shirtings for your worthless loon of a 
departmental accountant. I’ve found a job for him, ye ken’. 

Wordsworth’s heart leaped up when he beheld a rainbow 
in the sky, and mine did likewise at the thought of losing the 
fat DA without sacking him, but caution based on experi- 
ence hauled back on the rope. ‘What’s your payoff?’ I asked 
crudely. 

Scotty turned his own eyes heavenwards at such ingrati- 
tude, so Prinny intervened to explain suavely that the move 


helped everybody. ‘The DA would concentrate on inter- 


preting figures to the salesmen, thus leaving Scotty free 
for more constructive administrative action. Jock, mean- 
time, would be trained in basic financial areas, cash flows, 
budgetary control and so on, in order to widen his outlook, 


as he was thought to be potential management material. 


I retorted that I was losing an experienced man in ex- 
change for a greenhorn whose grooming would generate 
extra workload for my own staff; but Scotty muttered 
“Posh, such ingratitude’, and Prinny was scandalized at 
my resistance to rotational training. Actually, Jock’s not 
bad, but these smirking aisle-strutters never measure up to 
Accounts efficiency levels; nor have I yet forgiven Jock for 
some specially recommended “Tropic Beachwear’ that split 
down the seams on Bournemouth front. In addition, the 
DA’s famous jibe that counter-serving was a job for girls 
or has-beens has rankled down the years; he won’t be wel- 
comed. 


It was East and West again: 


"Now this is thy master', Prinny said, *who leads the groups 
that sell, 


And thou must peer by his left ear to see he steers them well, 

Till he or I release the tie, in funds or in the red, 

Thy life is his, thy job it is to serve him with thy head. 

So thou must eat where salesmen meet, and all their woes 
are thine, 

And thou must harry thy former friends for reports on a 
strict deadline, 

And thou must make a buyer bluff and trick thy way to 
wealth — 


Belike they wili make thee deputy when Scotty retires 
through ill-health!’ 


However, the DA was getting another chance to make 
good, which was fine, and actually I rather welcomed the 
arrival of Jock's downright approach. Some of his shrewd 
mercantile style should rub off on our chaps. Contrariwise, 
they in turn might suspect his unprecedented intrusion into 
a comparatively closed shop. The problem will be to ensure 
that in loyalty to his new comrades he doesn't spill our 
guilty secrets, our occasional errors, squabbles and mal- 
practices, to his old boss. Of course, heaven only knows 
what the DA will in turn leak back to us. 
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Harmonization of Company Law 


The activities of the European Community towards harmonization of the 


The European Commission View 


by FERNAND BRAUN 


EEC Director- General for the Interna! Market 


national company law systems have become a conspicuous topic in the United 

Kingdom. The European Commission cannot but be happy with the interest 

| aroused by its initiatives in this field. However, the reverberation of these 
- discussions as perceived in Brussels does not always manifest overall support 


In is no secret that some of the proposed directives on the 
harmonization of company law have raised sérious 
disquiet in the United Kingdom. This is quité natural, 
the British Government and other interested parties being 
confronted all at once with a whole series of already- 
. formulated proposals on highly-important issues — pro- 
posals on which they do not always appear to have been 


consulted, and in the drafting of which they have not. 


been able to take part. 

It is in the nature of things that, in this initial stage of 
British membership of the EEC, some very pertinent 
preliminary questions are posed regarding the aims and 
scope of harmonization of company law. This discussion 
is not new; im the early sixties, similar questions were 
tenaciously discussed between the original member states, 
notably in connection with the first proposal on harmoniza- 
' tion of company law submitted by the Commission to the 
— Council of Ministers in 1964. 

. It must be stressed in the first place that harmonization 
is not an aim in itself — it is not ‘art for art's sake’? Harm- 
onization is closely connected with the fundamental 
‘economic aims of the EEC Treaty and it is only in trying 
to attain these ends that it finds its justification. 


Community objectives 


"The objectives of the European Economic Community 
as set up in 1958 go much further than the mere establish- 


ment of a customs union. The ideas of the authors of the. 


Treaty of Rome were not limited to the realization of a 
free movement of goods by the elimination of customs 
duties, quantitative restrictions and so on between member 


states on the one hand, and the establishment of a common. 


customs tariff on the other. They had in view, the setting 
up of a common market, on which not only goods but also 
services, capital and persons, companies in. particular, 
would be able to cross national boundaries freely. 
Companies also must be able to realize at the level of 


The substance of a paper delivered to the recent conference on 
*Company Financial Reporting in the EEC' 


for the Commission proposals. 


the Common Market the same operations as on their home 
market. This covers the setting up of agencies, branches 
or subsidiaries in other member' states, acquisition of 
interests in foreign companies, and the setting up of joint 
ventures, holding companies and mergers between com- 
panies in- different member states. 

This common market for companies is not yet functioning 
very satisfactorily. It has been said, not without justification, 
that companies from other countries, the United States 
in particular, have benefited more from the chances offered 
by the Common Market than has European industry itself. 
There is, for instance, statistical evidence that companies 
from outside the Community have set up a considerably 
larger number of establishments within the Common 
Market than have Community companies themselves 
between one member state and another. 

The EEC Treaty accords all national companies the 


right to establish themselves freely in any of the member 


states; a company wishing to set up a subsidiary, agency 
or branch in another member state must be treated in 
exactly the same way as the companies of that particular 
member state. It is clear, however, that existing differences 
between national company laws may cause problems. To 
mention some of these: 


(i) Setting up a company in another member state pre- 
supposes knowledge of foreign law. For small and 
medium-sized companies this could present difficulties. 


(i) Particular features of foreign company law could be 
unacceptable: for instance, regulations on workers” 
participation, on groups of companies, or on disclosure. 
There exists a real danger that companies will choose 
their place of establishment not only on: account of 
economic considerations but also on account of the 
liberal character of company law in force. 


(iii) In different member states, some provisions of national 
company law apply also to branches and agencies set 
up by foreign companies. In the United Kingdom, for 
instance, the disclosure requirements of: the British 
Companies Act apply also to foreign companies with an 


. «Member states. If a 


established Biss of business in. "Gies Britain, "The 


e.c. same goes for the Companies Act provisions on winding- 


. up. Thus a. foreign company must fulfil not only the 

requirements of its own law but also provisions of foreign 

^o. ‘company law. Annoying situations: will arise when these 

© foreign provisions are-opposed to the national law of the 
company >~. 


dti is to meet these linda: of difficulties that the Treaty 
of Rome provided fór a harmonization of national company 
--laws. Harmonzation will further. the functioning of the 


. common - market for companies in other respects: an . 


‘equivalent protection for ‘shareholders ` throughout . the 
Community will foster the development of a European, 
capital market. Harmonization’ of” disclosure- rules, for 
“instance,. will straighten out disparities. in conditions of - 
‘competition. resulting from the fundamentally different. 
reporting. requirements : Which exist at., rene within . 
member states p^ 


EA No uniform. pode. 


"The EEC Trezty does not require, in od to attain hese 
, differént aims, that a uniform European code of company 
'. law should be developed. Only the fundamental. differences: 
between natioral- ‘company laws need to be ironed out. Ás 
the Treaty phrases it, safeguards for the protection of the 
interests of members ofa company and others need only be 
."made equivalert; any attempt to go further would certainly 
fail. The Commission is fully aware that in the present 
Community with nine. member states — all with different 
traditions and .egal systems — far-reaching harmonization, 
| approaching uniformity, would quickly pove an unrealiz- 
- able venture. 
^ An argument introduced from the” British. side is that: 
thé British legal system, especially in the field of company 
+law,. differs' fundamentally from the systems of other 
member states. The activities of’ companies incorporated ` 
under British law are only, partly governed by statute; 
rules of commcn law still play an important part. 
. . I do not think that this distinction creates aríy particular 
‘problems for harmonization as such; important principles. 
of company law have been elaborated by case law in other 
directive would require the modi- 
fication of such a rule by statute, no particular difficulties 
. need arise. The proposal for a second directive, for instance, 
' forbids within certain limits the acquisition by a company 
of its own shares. In the United Kingdom this originated 
-as a rule of. common law (Trevor v. Whitworth (1887), . 
12 App. Cas. 409) and is now reinforced by sections 27 
and 54 of the. Companiés Act 1948. | 


The most important innovation for British . companylaw - : 


às a result of the first directive implemented in the United 
Kingdom by. section 9 of the European Communities Act: 
1972, is the abolition of the ultra vires rule; in principle 
the company is bound to third’ parties by lawful acts per- 
. formed by ‘its officers and. agents, even if those acts are 

outside the. object of the- company as described by its 
. memorandum. Such a modification, by the way, had . 


“already been. recommended: by the Cohen Committee | 


(1945) and the Jenkins Committee (1962). 


Since 1968, the Commission of the European Communi- h 


ties has-submitted four new: proposals to the Council of 
Ministers: With the exception of the draft fourth directive, 
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they all deal E R the legal form of. companies 
limited by shares, this being the normal legal form for : 
companies participating in cross-frontier operations. - 

¿The draft second. directive: -(March 9th, 1970), deals | 
with incorporation ' requirements, safeguarding of share” 
capital, increases and’ decreases of’ share capital. ‘It. fixés ; 
‘a minimum capital for public companies (AG or SA) 
at 25,000 ünits of account [between £10,000 and £11,000]. 
and severely restricts the acquisition by companies of their - 

, own shares. 

The draft third ie (June 16th, 1970), regulates. 
so-called- ‘internal’ mergers; that is, mergers between 
companies incorporated: under the same law. This directive ` 
will introduce in all member states a common. concept of 
merger, in order to pave the way for the conclusion of a con- 
vention between member states on international mergers. 

The difference between a merger in the sense of'this 
directive and a'take-over — which’ in the United Kingdom 


is by far the most frequently-used way of concentration — 
lies in the fact that; once a merger has been completed, ' 


only one company: remains in being. In the: case of a 
take-over, the absorbed company continues to exist as a. 
wholly-owned subsidiary with proper. legal form: 

The draft fourth directive on company accounts dates . 
from November 1971. It provides for standard. forms of 
balance sheet and profit and loss account. The proposal 
holds specific rules for the valuation of fixed and current 
assets, essentially based on the classical concept of historical : 


values; member states may, however, introduce forms of. 


inflation accounting, as for example, the replacement 
B i : i És p 
Fifth directive . = 2 

In November 1972,. the Cainan submitted another 
fairly important proposal. to the Council of Ministers.. 
This is the proposed fifth. directive and.deals.with matters 
of companies structure, competence of its officers and 
agents, powers and duties of auditors and the. like: Two 


. aspects áre particularly important: ; 


(i) The proposal would make mandatory for all S; A. ind: 
. . ,A.G. type of companies the so-called dual or two-tier 
system. Instead of one board of diréctors therë has to be . 
one board charged with the management of the company 
and another charged with the supervision of management, 
Members of the. management board will be ‘appointed , 
and dismissed by the supervisory board. The principal 
argument for this structure is that the distinction already - 
existing in most mediüm-sized and large companies 
between executive and non-executive directors must be. 
demonstrated more clearly to outsiders. Only in this 
way, it is contended, can à neat distinction between the 
responsibilities of the two different categories of. directors 
be made. 
(ii) The second interesting aspect of the proposed fifth 
directive is the: regulation of workers' participation in 
` the direction of the company. -This participation con- . 
cerns the composition of the supervisory board and | 
would be. mandatory for companies in which 500 or 
more workers are occupied. 
. The Commission considers .that the protection of 
workers’ interests must be ensured by the legal or- . 
| ganization’ of the companies” structure itself. In other 
words, it proposes to write into law what was recently ' 
| described by ue Watkinson committee [The Accountant; 
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January 25th] as ‘an ethical dimension in corporate 
activity”, 

‘In general terms, the Commission is certainly not con- 
vinced that all these proposals and suggested. solutions 
present the last and final answer to the different questions 
of company law that are at stake. Most of these proposals 


have been elaborated within the Community of the Six - 
and do not take into account the situation of the new' 
member states. lt is quite conceivable that further dis-- 


cussions within the Economic and Social Committee, the 
European Parliament and especially the Council of 
Ministers, wil? throw a new light on some of the questions 
dealt. with and make modifications seem to be desirable. 
The Commission has always been open-minded in this 
respect. 

- Apparently there exists a widespread fear in the United 
Kingdom — that, at least, is the impression I had from 
discussions with British visitors in Brussels and from 
reading British newspapers — that United Kingdom com- 
pany law will have to be changed fundamentally from one 
day to another as a result of the harmonization programme. 
This fear of precipitate action is somewhat exaggerated. 
The decision-making process of the Council of Ministers 
is necessarily slow, and a directive is only adopted after 
thorough and prolonged discussions. It took the Council 
of Ministers four years, for instance, to adopt the first 
directive on harmonization of company law. 

Next year, two new proposals will be submitted to the 
Coüncil.of Ministers, one on consolidated accounts and 


another on groups of^companies. The latter will deal,. 


among other things, with reciprocal holdings and the 
fairly complicated problem: of the protection of minority 


shareholders and creditors of subsidiary companies in an . 


integrated group. 
Finally, you may be interested to hear that the Con: 


mission also has proposals for' a directive regarding 


harmonization of professional qualifications of auditors of 
company accounts. 


Disclosure in accounts 


Of the different proposals, the proposed fourth directive 
on company accounts seems to have roused by far the most 
interest in the United Kingdom. 

Harmonization of disclosure rules is indeed a fairly 
ambitious operation. At present, legal rules on disclosure 
and accountancy practices are fundamentally different 
from member state to member state. To compare financial 
statements of companies from different member states 
, becomes a highly sophisticated exercise in conversion, as 
financial analysts will confirm. 

This lack of comparability not only ala the 
relations between a company and its foreign customers and 
suppliers who wish to inform themselves about the 
solvency and earning power of the company. It also presents 
a serious: hindrance for investment activities abroad. 
Decisions to invest in foreign companies or to launch 
take-over bids on foreign companies would be far more 
easily and swiftly made if company accounts presented 
intelligible and comparable information. The development 





¿The Watkinson Committee, however, also recorded its opposition to 
any mandatory two-tier board structure 'unless further inquiry dis- 
closes advantages of which we are not at present aware'. — EDITOR. 
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of a real European capital market would be considerably 
favoured by harmonization of disclosure rules. 

It is, therefore, easy to understand that industry and 
accountancy circles throughout the Community have 
shown their interest from the beginning and have urged 
the Community institutions to complete this. harmoniza- 
tion as quickly as possible. "xS 

It is not always possible to find technically the “best' 


Solution, and to prescribe this for the Community as.a 


whole. National law and practice have sometimes invented 
particular solutions that are perfectly acceptable in their 


national context, but could not be exported to other 


member: states. Harmonization in these instances requires 
determination of the- additional information that must 
be given to ensure comparability DWRN different ac- 
counting methods. ` 


Codification. 


Harmonization is also complicated by the fact that the 
approach of national legislators to the codification of dis- 
closure rules differs between member states. In the United 
Kingdom and the Netherlands, the law gives only broad 
outlines for the presentation of accounts, and much has 
been left to the discretion of companies and accountants. 
High standards of disclosure are secured in these countries, 
not'so much by law as by the existence of a strongly- 


organized and highly competent accountancy profession. 


In other member states, like Germany, the law is much, 
more detailed on matters of presentation of and valuation 
in company: accounts; a similar tendency exists in France 
and Italy. The proposal for a fourth directive, quite under-. 
standably, goes much further in codifying disclosure rules 
than does the UK Companies Act. 

Under these circumstances, it is no wonder that the 
proposed directive has raised some disquiet in the UK. I am 
convinced, however, that this 1s, to a large extent, due to 
misunderstandings as to the real import of the proposal. 
It is certainly not true that the fundamental issue of the 
true and fair view' has been disregarded by the proposed 
fourth directive. As has been clearly said in the explanatory 
notes, the proposal requires additional information to be 
given if the application of the stringent provisions of the 
directive is not sufficient to ‘reflect as accurately as possible 
the company's assets, liabilities, financial. position. and 
results”. In this respect, the adoption of the proposal in its 
present form will have no consequences for the British 
concept of a “true and fair view”. 

Another fear often expressed on this side of the Channel 
is that the fourth directive will straitjacket disclosure 
rules once and for all and prevent all further evolution. I 
can say now that, in the opinion of the Commission, further 
development and adaptation of accountancy standards . 
remain highly desirable. There are many problems in the 
field of accountancy for which entirely satisfactory solutions 
have not-yet been found ~ for example, valuation of good- 
will, valuation of stock and work in progress, and inflation 
accounting. 

On matters not regulated by the directive — as, for 
instance, consolidated accounts, statements of sources and 
applications of funds, national legislation and accountancy: 
practices will remain untouched. On the other hand, 
evolution is certainly. possible within the wide limits 
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ad by. the provisions of the directive; especially as to 
' the valuation rules. 

"Most of these rules are . very broadly defined. "The 
` «proposal permits, for intance, -a valuation at replacemént ' 
< cóst and.a revaluation for particular assets without speci- 
| fying "which methods must -bè followed. to determine: the. 
new “values. ‘The choice’ between different methods of - 
` depreciation. has been. left to the discretion of: compahies 


5 E - sand -accountants. Also, for the valuation of stocks," thè,“ 


E authorizes a wide range: of different methods, jus 
* Evolution of practice ^ 2 A ode Ap 

In all these and other cases, fürther voltus of accountancy: 
practice: in’ member states remains possible..In fact, the. 
- Commission would welcome a. combined effort on the part. 
: of the accountancy professions of the nine member states. ; 


Ding upon the: already. existing co-operation. within: - 


“the EEC | Accountants Study 'Group, would it not be. 
¿possible to set up an institution like the British Accouintirig - 
“Standards, Steering Committee on'a European level, and - 
to. issue generally. accepted ME principles for. the. 
€ Coinmunity as a whole? ' | 

It is quite, clear that co-operation beein the eai 
a bodies of; the member states as has” long 
existed: within the EEC Accountants” Study Group is”. 
highly ` important, not only for Européan accountants 
themselves, «but .also for, the EEC harmonization ‘pro- ‘ 
_giamme. The Commission is, therefore, glad to sée that. . 
"this co-opération is really fructifying. The, study group 
- -rézently submitted to the ‘Commission two: memoranda ' 
regarding the proposed : fourth directive, [The Accountant, 
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_ Rebate Refused’ e E 


= OLLOWING the Huntwave . casé (LON 73/30, The A 
"cóuntant, July toth), another claim for purchase tax rebate 
-~ on hairdressing, supplies held in stock ‘for salon use’ at March ; 


nd has been refused by a tribunal. . | 
- The appellant i in this case argued that the word “sale” should 


E not be given. a narrow and restricted meaning, and sought to. 


- prove by reference to authority that goods might be ‘sold’ 


«> other than under a contract for.the sale of goods. He referred 


. also to a speech of the Chancellor of the Exchequer (Hansard, 
. November 7th,“1972, Cols 842-844) which, it was contended, 


= showed an intention that the rebate provisions should apply to 


,a wider range of. goods than those held for the. purposes. of 
‘ ‘sale’ ‘as defined in the Sale of Goods Act 1893. A hairdressing 
contract, it was submitted, was not a contract for -the sale of 


7. gbode, but for the purposes of section 4. of the Finance Act 


1973 it did not. -have to be.. 

“Dismissing this line of argument, "iie Leeds VAT Tribunal 
unanimously. concluded that the Huntwave decision .was-,a 
“reached after careful . consideration 
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available only to VAT ‘taxable persons’. 





| September 20th, 1973: 


‘fication are ada particilarly i ‘in order. to » také into account 
. the law: and practice. in the. new member states: "Most. of 


"these, suggestions” reflect the unanimous opinion: of ace. 


countancy- bodies. throughout. the Community..- 

« It- goes without saying that the. Commission will give 
much weight to. these . suggestions of, the study «group, 
 as'it 1s-at present reconsidering its proposal after having: 


"received the opinion:of the European Parliament and thé 


"Economic and Social Committee. It.can be expected that a 


E modified proposal: will be: submitted :to. the Council of 
E Ministers before the end of this JA os 


“JT sometimes have the impression that the eas 
put forward in debate on'scope and aims of hdrmoniza- 
tion of company law are not wholly rational; they: also have 
an emotional aspect. Everyone is inclined, quite naturally, 
. to consider.his own láw.and practicé.as the most reasonablé 
and effective one; nobody i is easily ‘convinced: that the law. 
with which ‘he has become familiar .over the. years is not 
the best, or that European institutions would be able to 
do better. ee y ES 

I hope to have made it seat to. you that ‘the European 
Commission did not elaborate the. different. proposals: I 
have mentioned solely with the ‘ifitention. of! i improving 
‘national’ law systems. The .basic “idea' is to remove all 
legal obstacles: to” cross-frontier activities of companies, 
_ in. order to, enable national industries to benefit. fully 
; from the chances of the enlarged European market. In 
„ doing so, this harmonization will contribute to thé realiza- 
tion of the essential aims. of the Community — harmonious 
development, of economic ' activities; continuous >and 


- balanced expansion, increased stability and ‘an accelerated 


Paste of the E of living. 


of the relevant ce and: on facts very iola to: those of thé 
present case. Though VAL. tribunals ` wére not bound to follow 
one another's decisions, .1t iis desirable. (following the. views 
of Sir John. Donaldsoii, - P >, iù Chapman v: Goonvean and 
Rostowrack China Clay. Co [1972] x WLR 1641). that, where a 


new system of law was. being developed, they should do so 


unless it appeared that an error had been made. 
Pendred. T de Ltd v. Customs and Excise (Tribunal 
reference ‘LEE/73 l 5. 


Th 


M 


- Purchase Tax Rebate: “Taxable ^ I 
Person" TE E S i a C 


EBATE of ERN tax on did: in: “stock on "March 
31st, 1973, is intended to relieve doüble taxation, and i is 
Such a person is 
defined by section 4 (1) of the Finance Act 1972 ás one '. . . who 
makes or intends to make taxable supplies .... While hei is or is 


H 


-required to be registered ‘under this Part of this Act’. 


'The London VAT Tribunal recently dismissed a. claim: for 


-rebate from a. trader whose annual turnover did not. eXceed 


£5,000, and who elected not to register for VAT purposes. He 

was, the tribunal found, neither registered nor required to :be 

registered, and was not therefore a taxable' person., 
Slaughter; - v. "Customs and Excise  (Pribunal | reference 
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- THEY CONTINUED — 


Yout fite insutance won't protect you against the 
cost of temporary premises, to keep production 
going, the cost of extra.overtime, the cost of sub- 
contracting, or against-teduction in gross profit. 

GRE Business Intetruption insurance will. 

It protects management salaries, production wages, 
overheads, shareholders’ interests and the earning 
capacity of your business. It-is so flexible that it can 
be tailored to your exact needs, and it is backed by 
expert advisory service. , 


If your businéss is without this essential protection, 
it could be gravely at risk. Ask your insurance 
broker about GRE Business Interruption insurance. 
Or get our new explanatory booklet from yout local 
GRE Office. It could be urgent! 


You get a.good deal from 


Guardian 
Royal Exchange | 


Assurance Group 


Head Office: Royal Exchange London EC3P 3DN. 








We care for 


physically 
pe 


children 


Ld 


(with a little help from you) 


Help 


Now! Donations to:- 


NATIONAL CHILDREN'S HOME 
.€6 HIGHBURY PARK, LONDON N5 1UD. 





Specialized Tuition for the 


... Examinations of the  - 
“Institute of Chartered. 


vo Accountants `~ 


politan College students have gained over 


& 0 Fr 


At the examinations leading to the qualification of Chartered Accountants, Metro- . 


11,000 SUCCESSES AND 350 HONOURS - 


including fiftysix first places, thirty-eight second places, sixty-six third and fourth 


places, and numerous prizes, medals and scholarships. 

CONES 2 The Metrorolitan College Offers you the benefit of 
7 $ more than sixty years’ accumulated expences in 
. examination coaching. 

* A guarantee of coaching until successful. 


i X Helpful, up-to-date study notes, mostly in printed ' 


pocket-sized booklet form. 

Ae Adequate test practice and tutorial criticism." 

Ae Invaluable self-examination questions. 

Ac Official publications of the Institute, appropriate 
to the Intermediate and Final examinations, 


‘JOINT DIPLOMA IN MANAGEMENT 
a MEC .ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT : 
"* INFORMATION 
The above-mentioned examinations ‘are open to 
` members of the Institute and have been instituted to 
improve the standard of accounting services and 
¿to encourage study i in the increasingly important field 


of business acministration and organization respec- 
tively. When applying for particulars of the'College's 


LINKED PRIVATE 
STUDIES 


The Luton College of 
Technology and Metro- 
politan College now 
offer facilities for 
integrated oral and 
correspondence tuition. 
One week ‘pep’ Courses 
~to assist students in 
weakness. 
residential 
courses - for 


areas of 
Week-end 
‘Punch 
inten:i e concentration 
on particular subjects. 
For details of these, and 


other linked courses 
write to Metropolitan 
College, St Peter's Street, 
St Albans. AL] FNE- 





expert postal courses, please specify the examination in which interested. 


Write today for a free copy of this collega ‘Accountancy’ Prospectus to the 

-~ Metrepolitar Colle ago, St Peter's Street, St Albans AL1 3NE(A1/47), or CALL 
i Street London EC4N 45X. Telephone 01-245 6874. After 
Office hours (5 p.m. Monday to Friday) telephone messages are recorded 


at 30 Queen Victor 


electronically. 





". 


Metropolitan. College; S 





Founded 1910 —. 


Member of the Association of British Correspondence Colleges: 


Accredited by the Council for the Accreditation of Correspondence Colleges. 





ST ALBAN: s 


September 20th, 1973 
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i Many hund-eds of accountants have found the right job 
through this useful service. - 


FREE LISTS OF VACANCIES - 


will be posted to you or you can call ai our Information Centre 
and ~- without any form-filling - study the classified registers. ` 
Over 500 vacancies in the U.K. and overseas offer you the 
widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01—628 4550 

More tban 300 Professional firms utilize our services in . 
engagement of all grades of staff from Articled Clerks 
to Partners. Salaries: U.K. — up to £5,000; Overseas - up to 
a 000. 


Comnena znd Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: UD to £7 Uo. 


Temporary Staff: M. Farrer, 01-628 0391, 
Terms are better than is usual for temporary assignments. | 


RICHARD OWEN ASSOCIATES 


Box 23, 47 Finsbury Court 
Finsbury Pavement, London EC2A 1HT 


Note: Weekt-ends and evenings answering service 01-628 8860 


‘LEWIS, COATES & - LTD 


| LAW STATIONERS ? i 
COMPANY PRINTERS. | - 
." COMPANY AGENTS ; 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books ' 
Notepaper, Bills, etc., poen 
Rubber Stamps . 

- All office requisites - 


. READY-MADE COMPANIES 




























900 0 


inclusive 





38/40 FEATH ERSTONE STREET 
LONDON EC1 


“01-253 2977/8/9 and Telex 262687 
01-251 0344 (7 lines) ` 
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-- Is Europe a Nine Ways Blunder ? 


UNDAYS in the holiday season are the time when 
XJ economic correspondents like to make our sunburnt 
flesh creep. This year, apart from food prices, mortgages 
and the energy shortage, they have had the Common 
Market to gloom about. The 'quality Sunday newspapers 


have taken two themes and run them sometimes separately, . 


sometimes in counterpoint. ` 


.. . "The first is the well-worn story that the Treasury bas 


always been anti-European and that a great power struggle 
is being waged between Whitehall and the Berlaymont. 
In some variations on this theme the Foreign Office also 
has star-billing. The British members of the Commission 


“and of the EEC are portrayed in all versions of this story 


as grimly trying to do their best in spite of an anti-market 
fifth column in Whitehall with well-placed minions in 
Brussels. i 


Choked by paper | 
The other Common Market theme is that the whole 


. organization is grinding to a halt, choked by paper, time- 


consuming procedures, and a passion for harmonization. 


- This story-line is backed up by accounts of the ‘endless 
' reports which the Eurocrats have to produce — the masses 
of policy papers which are produced for every meeting of 


the Council, often with too. little time for preparation. 


_ The British members of the secretariat, whether appointed 


from industry, the TUC, ‘Transport House or seconded 
from the Civil Service, have the additional problems ‘of 
acclimatization and learning to work in a new way and at a 
different pace. ug 

Both themes have been worked up with plenty of quota- 
tions from ‘a high-ranking Briton’, ‘another Eurocrat’, and 


other peripheral figures. Leaving aside the | ‘insider. 
“ flourishes’ which make this kind. of journalism so readable 
. (and enjoyable), what is the situation in the Community 


in the ninth month of British membership? _ 


Cost of membership | 


In Westminster there'is no doubt about the mounting 
level of criticism of the cost of British membership. The 


fact that the Common Agricultural Policy (CAP) has not 


yet had any marked effect on British food prices is irrele- 
.vant.in the context of the present inflationary situation. 
"What is all too clear is that the 1973 UK contribution is 
likely to be £160 million compared with the anticipated £125 
million. Against this, the size of possible grants for the 
development areas under the Community Regional Policy 
is still a matter for discussion. Although it was always clearly 
stated that the period of adjustment after joining would be 


^ 


by RICHARD BAILEY. 


difficult, there is a widespread disinclination among : 
politicians to be caught in pro-European attitudes. A Euro- 
Diogenes searching the lobbies for a “Common Market 
Man' would need a very strong light. NE 
Lack of a positive attitude tó the Community on the part 
of the Government is one part of the problem. It explains 
why the UK Eurocrats feel themselves to be isolated, and 


why stories of back-sliding in Whitehall are so. easily - . ; 


credible. Before the signing of the Treaty of Accession, 
there was a continuing campaign to sell Europe to the 
public and industry. This petered out last year and with 
public attention and political argument centred on in- 


flation and the cost of living, it is hardly surprising that . - E 


Community membership appears a nine ways blunder. 
Against this, as readers of this commentary will be aware, ' 
there has been a steady build-up of important, but scarcely. : 
headline-making, measures leading towards common 
policies, the realization of a wider market and a new place 
for Britain in the world economy. 

What the Commission needs at the moment is to produce 
measures that are clearly useful in themselves and not just 
steps. towards a long-term future. This would raise the 
morale of the British contingent in the Berlaymont, and 
give a boost to those in the professions and industry who | 
see the advantages of the Community to Britain. In-this 
context, it is important that someone in the Government — 
and the Minister for Europe is the most obvious candidate — 
should take up the task of explaining British policy in 
Europe and how it is going to affect us all. 


What kind of Europe? 


Whether the Community will grind to a halt is a different 
matter. Certainly, to judge by the meetings of the Council. 


this year, itis no more edifying to see nine nations squab- . .: 


bling than six. 'T'he question now, as it was before going in, 

is quite simply — What kind of Europe are we trying to. 

build? > l | 
Nobody expected the ideal of an integrated Europe to 


" be realized overnight, but it is just as futile to imagine that .- 


it will come about. without effort. Mr Heath has been 
unlucky in the number of his policies that have gone wrong 
because of external factors. But-membership of the Com- .. 
munity was one policy that went through as planned. 
Talk of the Community being a ‘disaster’ to Britain is as 
wide of the mark as forecasts that its days are numbered. 
But there is no guarantee that membership will bring the 
sort of benefits that many people expected, unless the 
Government takes a more positive stance and explains its” 
European objectives more clearly. 7 
The present trouble was only to be expected in a process 


` 
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4 3 Personnel. 


2 Total 


E 5 *Including 120, million. units of account t proposed increased! Which IS: - 
 notyet approved: ' l a 


, ^ b? x be added 495,190,000 carried over from 1972.- 
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: e so farm policy will still account for about 66 per cent of » 
Y^. the total budget. ; PS. 


À Equal Pay | o o 

THE DISADVANTAGES which follow from the refüsal ofthe . 

'"' "trades union movements to. co- operate in the institutions : 

of the European Community are illustrated by setting the. 

- "statements of the. Commission on equal pay for men and 

e. * women alongside the TUC vote on the. subje ect at its 
:- "Blackpool conference. 
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^ where the advantages are long term md the disadvantages : 
"short term.-But unless this is explained, glum reports of. 


- 


failure wol con-inue to sound like revealed truths. 


nt 


'EEC Budget E c 


A 


| E T HE DnarT Bupczr of the European Comas for 1974 


shows an:increzse of r2:1 per cent to 6,077 million units . 


. © of account (pre-Smithsonian dollars) over. the present year. - 
: "The increase will be absorbed largely by the European. | 


-Social Fund — regional aid. Running expenses, including: 
extra staff and other costs will be. higher because of the. 
enlárgement of. the, Community. Another cause of higher 
spending ‘is the increased allocation to ‘the (Community + 
' four-year research and investment: programme. With’ the 


:- introduction of -axes on cereal exports — the proceeds of 


which will come to the Community + there is-a chance that 
the cost of the CAP will actually decline next year. Even 


"The main heacings of tlie draft budget a: are e shown in-the. 


E a table below. Befo-e it comes into-force it has to be discussed . 
Dolby 'the European Parliament and. the Council, a process - 
^7 5; which will not be pr before the end of the ios at. 


t 1 a we de 


i n earliest, 


EEC DRAFT BUDGET 1974 (MAIN HEADINGS) - an 


: 1 The figures for 1974 are in column 1 with the: revised figures for 1973 


shown in Column 2. Both are in European units ‘of account. l 
E 1 5, 099 835). 


. e /164,010,000. 
.» . Buildings, aaterieles and ex- |. 
'penditure for running the in-. ^ ; . 2 l l 
. stitutions 60,037,500 _ . (50,892 695) 
‘Operation expenses. : 144,064,626 +. . (80,128,699). 
Aids, subsidies participation “.. .'. 1 1,853,200 ^ |. ^ (10,689,930) 
: 4. : European Social Fund : - 470,770,000 ` . *(357, 950,000). 
' , Regional Fund . f 500,000,000 ' ' > (Nil) : 
. Farm fund guarantee saction 3,800,200,000 **(3, 651, 500,000): 
-. 7. Farm fund orientation section 325,000,000 `- | (325,000,000). 
+ 27 Food aid and other expenses `.. 97,350,600 (97,947,100) ` 
..;^ European Parliament .. .. .' 29,820,364 - (25,564,625) 
~~ Council of Ministers : "39,514,767 ' (33,656,965). 
_. Court of Justice: f . 15920900 . (7,023,240) + 
.." Reimbursement of ownresources 323,716,042 - (262, 425,385) . 
Taker overfrom previo Js budgets . 100,350,000 - (208,527,000) ~ 
y 6, 077,583,960 | (5, 421,595,415) |. 
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. The principle: of qual pay for men and women E the - 


"o same Work is laid down in Article 119 of the EEC '"Treaty,. 
^^. and in the latest report on its implementation the Com-' 
“mission says that although progress has been made in the ` 


a * Gommanity, the situation is still far from satisfactory. 7 
. The EORUM. intends to ) strengthen and extend its `- 


* 
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role for the effective achievement of wage —€— Guide: 
lines for a social action programme issued last April also 
declared that the Commission would take the necessary 
initiatives provided in the Treaty. Therefore the Com- 


 » mission will star: proceedings under Article 169 of the 


Treaty against certain mémber'states which have not yet- 
pompan with the obligations imposed by Article 119. 
Article 199 lays down that ‘if the Commission. considers 
that a member staże has failed to fulfil any of its obligations 
under the Treaty, it shall give.a reasoned” opinion on the 
‘matter after requiring such: state to submit its comments. 
«If the state does not comply with the terms of this opinion’ 
within the time set by the Commission, the latter may. 
- refer the matter tc the Court of Justice. The Commission 
will also prepare a draft for a new Community instrument 
which will specify certain details to facilitate the, achieve- 
¿ment of wage equality. This could help the member states 
to relaunch nationzl'initiatives in this field. A 
The: Commissio3 also intends; in accordance with the 


.' wishes of the European Parliament, to-invite the employers 


and unions to mest at a European level to negotiate a 
framework agreement which. could deal with the points 
raised in the: RE ‘coficerning collective agreements and 
, Wage iind Co uhr Pa P de gp ae 


, 
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"E 


Public Authorities - 


"THE COMMISSION points out that: the public aüthodtcs] in 
.thé member states have a determining rolein bringing about 


` 


, ‘à wage equality for men and women. It is essential, there- 


fore, that the publ'c authorities should intervene where . 
they have not'already- done so, especially through. legis- 
lation, in order to establish the right to ‘equal’ wages’ of- 
sufficient scope so that any woman who considers herself 
to have been wronged can assert this right by legal means. 
It is noted that no provision’ of this exists yet in the Nether- 
lands, and that the situation is vague in Luxembourg. 


y 
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Value. Added Tax. sd 


ALL. COMMUNITY ' countries. hos now uod the value 
added tax system. To date, however, no attempt bas been- 
made.to harmonize VAT rates. The list below sets out 
.the present rates that the other. countries of the enlarged’ 
Eros ers apply, bat'it should be remembered that ty 
are liable to fluctuate MS Es 
l " "Bats asa — of : 
E. prices, before VAT -. 


ES yt 


ux ME Ma Reduced rate — Increased: 
LIE AE =o- (Foodstuffs and rates _ 
NUS ME" Standard ` other essential (luxury ` 
Country. — = vrare,  . goods) goods) - 
-Denmark L NN CBE WM 
. France .. 20 . 7or17'6 | .:33:33 
German FR -11 (55. 7 AR 
, Netherlands - 16 4: par 
: Luxembourg 10 . 2or5 ` o | 
“Belgium is 18 6or14 | | 25 ." 
Trish Republic - sy 16-37 5-26 © . ` 30°26 
Italy 12° 6 . 


: el 18 .- 
‘ . **There is a supplementary tax on private cars... _ 


- 
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Appeals Against Schedule E 


ROTECTION of the appeal rights of. Schedule E 


taxpayers is a matter which should receive urgent 
consideration by the legislature. The accountancy profes- 
sion itself can make its views known and protect those 
individuals who employ professional advisers. 1t must be 
borne in mind, however, that the appeals system in the 


. case of Schedule E directly involves millions of people who 


have no professional advisers and who in general terms are 
ignorant of the complexities of tax law. 


. Venue Aa 


The principal difficulty that arises is the venue for appeals. 


‘Schedule 3 of the Taxes Management Act 1970 reads as 
follows: "E 


Description of bna dun . Place given by these rules 


Subject to the right of election 


3. An appeél against an assess- 


ment under Schedule E and 
any appeal in exercise of a 
tight conferred by regula- 


- tions under section 204 of 


the principal Act (pay as you 
earn). 


-for place of residence, the 


place of employment or such 
other place" as may be 
assigned instead by regula- 
tions under section 204 of 
the principal Act. 


. The schedule then nOon to lay down that the right of. 


election for place of residence must be given in writing not 


.later than the time of the notice of appeal.” 


This looks quite straightforward until we look at the 
small print. A statutory instrument made under section 157 


- of the Income Tax Act 1952 (The Income Tax: (Employ- 


NS 


ments) Regulations 1965, SI 1965 No. 516) provides in 


section 40 (3) that, where 


(a) the place of employment referred to in paragraph 3 of the ` 


_ third schedule to the Income "Tax Management Act 1964 
and the place where the assessment was made are not 
within the same division; and | 

(b) the Inspector so elects by notice in writing given to the 

employee, 

the appeal. shall be brought before the General: Ca 
sioners for the division in which the place where the 
assessment was. made is situated, instead of before the 
General Commissioners for the division in wich the place 
of employment i is situated. 

: This provision was, of course, quite innocuous while the 
place of assessment was generally in the same physical 


‘location as the place of employment. Since the dispersal - 


~ of Schedule-E work to a number of regional offices, this is 
no longer so> The employee working in’ London may well 


find the ‘place of assessment’ as being Exeter or Salford or: 
Middlesbrough, or some other (to n remote place. T he- 


m 


Is the System Fair? 


by M, G. WRIGHT, B.Com. F.C.C.A., F.C.LS. 


"Inspector has full rights, therefore, under,The Income , 
Tax (Employments) Regulations 1965 (unless the.taxpayer — 


has had the forethought to elect, at the time of making 
the appeal, for it to be heard in the division in which he 
lives) to elect for any appeal to be set down in the division 
where his (the Inspector's) office is situated. 


It follows from the above that the unsuspecting employee . 


who appeals against a Schedule E assessment may well find 
that, unless he can settle the matter by correspondence with 
the Inspector, the latter has set down the matter for hearing 
in some distant town. 


: The Revenue's approach 5 


The Inland Revenue's attitude to the matter would appear 
to be as follows: 


(a) Regulation 49 (3) is ol applied only where a 
question of delay is involved, and where the taxpayer 
can remedy the matter by supplying information 
which would enable the liability to be agreed and thus 
obviate attendance at the hearing. 


(b) Contentious points requiring argument before the 
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Commissioners are listed for hearing in the division - 


appropriate to the appellant's employment. This 


must, however, be considered in relation to the next ' 


point. ` 


(c) Once a case is set down for hearing, the appellant can 
ask the Commissioners to transfer it to the appro2-. ` 


priate division. This is a matter within the discretion 


of the Commissioners and they may be reluctant to ns 
to do so, particularly where the application is made > ` 


only at the second or third hearing. 


. (d) If the taxpayer objects to the place of hearing before - 


the appeal is actually listed, the Inspector will with- 


- draw the election and list the appeal for the Commis- 


. sioners of the place of employment. 


It should be noted that all the above rely on the discretion. 
of the Inspector or of the Commissioners. An Inspector's - 


right to have the appeal heard in the division Were his 
office 1 is located remains. 


Safeguarding the employee's rights 
It is high time that the legislature woke up and exercised 


its duty to protect the rights of the citizen. The right of = 
the taxpayer to-have all appeal hearings listed in the ` 
division of his employment or residence should be made . 
absolute, with no right on the part of the Inspector to have 
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2 it listed. outside those” divisions Without i cent iof the ! Ki pedi listed: in his place of dene it may. be listed i in. ite - 
oe staxpayer. Even the: preliminary listing in a distant division. . - division in which the Inspector’ S ‘office i is located and, if this 
+ 18-likely to cause consternation arid dismay when it reaches happéns, the various optións-open-to.him. =< 

A -` the unsophisticated -wage-earner, and: the prospect of the. , This is, of course, only one unsatisfactory ` feature of: 


D cost of travelling and attending the hearing is one which .- relations between taxpayers and: the Inland Revenue. It 
ree “will. cause him to abandon his- appeal. This is particularly... . really is time that an impartial body- examined thése rela: | 
nox. 80. if, as- frequently happens, the amóunt in dispute. is:. .tionships and produced ’an equivalent of the ‘Judges’ Rules’ 
w relatively. small. : .. "for thé protection of the taxpayer. 1 always find it- strange. 
^17. Until this' is done, all assessment E Shik ER “that provisions: designed to. protect the ‘criminal’ vis-à-vis 
«4 + details of appeal procedures should incorporate a.statement.. “the; police are denied.to the Den in his relationships | $ 
ms that, a the taxpayer exercises his ET to have the ` ‘with He inland Rege iu Sumo ipeo ma, = 
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N its "urge to. pursue e pidfitability nl or r other. : ageing. “Increasing physical limitations’ rapid o a of 


= ‘Lobjectives,. management may frequently leave a trail of.“ skills and: knowledge, increases in the, perceived dependence .. 
amen costs in-terms of employee alienation and reduced ` | On others, afe signs of loss. As va: result;. managers feel ~ 
“efficiency: Not all such human costs are created internally; - - -thr eatened by JS people arid by new demands trom the 
eR cum s personal loss : arising i outside, the organization can produce, IS market place.: a : x ; = p. T EN 
uM ¿similar effects. | .- E ^ TM a 


E = “People, like trees, put down roots. We attach auda, What can we do uu m E 


.;both in our. personal and business lives, ‘to. individual : A manager who understands the problem “on help himself 
^^ people; .to places and -surroundings;' itid 46 particular and others.to dévelop the’ new roots necessary for the ` 


P Pm goals and hopes. When: those attachments are ;recuperative process. Steps that, can be taken include: 
bs “severed for-one reason or another, people; like. trees, tend ` (a): becoming more aware of one' s own losses and those of 
! "to wither away. unless recuperative forces are able-to Over-' ;. - others;. . TM iode 

ces . come such téndencies: Where such forces dre not present, - (b) generating an: understanding of what loss entails through’ 
eee -,or are unsuccessful, that person will: tend to. be a. less. E analysis. of past experiences; - £s a pue m 

v s valuable contributor to the organization in the future. | C 
a ME E a ES ©. being. aware. of symptoms of loss; Eg. the. emotiorial + 
E "y € au ses TE ? ÓN “M EE SS quality of the day beforea management team.is broken'up; 

a A : employée depression; stress reflected through restless; 

Some: of the major causes and PME are. discussed by. : irritation. Or withdrawal; and Se: + ; E 


] t t tober , 
Hany Levinson in an article in the Sep embet/! Octo er (d) talking about’ the problemi. ` . Emotional basics can. 


^ 1972 issue of the Harvard Business Review, entitled ‘Easing | frequent y b edi ssipate d through talking about them. 


- + “the. Pain of Personal Loss’. He identifies m major causes © a 
qur TAE "n | : zs o E 
ns OF, loss as: po What organizations. cando . ^ . l5. 


J 


E 3 «Loss of a persón with whom orie has close ties: ~ This includes ' . In pursuing its objectives, the organization: should evaluates 
ee Gs “not only family losses; but glso the breaking at po ue . the human costs’ which would follow any course of action 
tee Sa due to' organizational change. y i 


VT : £e - ` v2 under consideration, and the effect of such losses on: thé - 
| `<”. Loss of support. .— In situations of change, familias skills future efficiency of that organization. Care should be taken. 
P UM 2 may | become valueless or one can be faced with.an "unfamiliar - when- moving a person fróm one environment to another 
"AP oc. environment, and erpeuizations! identification is lost. “¡through promotion or. transfer to see that possible losses 


Y Loss: ‘of sensory. input. — The lack’ of serie E -in- are. minimized 2By providing. help. in- putting down new 
= °° formation which is used-by:the manager to orientate himself. ` roots. ^ ~ 5 
cu "People work within a framework of understandable inputs. of . Behavioural Sots a not t change readily; ae 


uE ome sort or another, even if they are only familiar noise. dieit ‘efforts should be made to match existing personal 
vhf patterns. Cut these off or render, them uninterpretable, €g., characteristics with those of: organizational requirements. ~ 
Mom < by substituting computer output for written information; and: : Above all, the organization should be endowed with an- 
Ro ee e individual 1 e disorientated. 0. 7, Lo ethos with. which the individual can . readily identify 
Ue “ots of capacity to act. — ‘The principal losses are due; to ; himself, rather than oné which alienates him. | Te nim uf 
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yT R. "THOMPSON. - LEE NEC 
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“If there is one book written ‘about computers in thé hát 


P di 


few years which can be said to stand head and shoulders . 


“above the rest, it is this one, The author. was in the very- 


 vanguard ‘of applying computers to’ business -uses, since he 
- initiated and directed the LEO project: which pioneered 
such use. He. therefore hassa unique: view : of -the con- 
tribution the cómputer can make, and. of the problems ` 


a and ‘practical limitations in. applying it to Buona pro- 


a 


e Each of these'chapters deals in detail with the information For example, the otherwise helpful glossary reflects the somez-^ 
: . what localized experience of the authors, and: the ee 


; cedures. 
‘He opens. the bas ba is: specifically. written bya 
- ‘pay manager’ rather than an éxpert.— not with the usual 


description of-how a computer works, but with two. 


"chapters which analyse. the information needed by. a. 
. business and the;practical steps which should be taken to 
"record aná analyse the data. All too oftenthe. problem i is 
looked at from the standpoint of “We. have a computer, 
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5s "The. book's: freedom: from . jargon: - makes it eminently - 


 hów.can we-use it?, rather than an examination of the . 


objectives and information néeds of the business first,- 


vand only then, seeking out d best. method of meeting 


“them. 


-~ These inttoductory a are en followed by. due 
' more which explain in easily understood, non-technical 


"terms how a computer works; the hardware; specifying 
`, jobs. for.a computer; -preparing a computer program, and 
. getting the right computer 'for the-job ~ the latter aspect 


"being: of particular, value' to the manager. who may be. 


‘involved in. any way with: selecting. which computer to . 


` use: 

“Next comes a chapter - - à model of lir — which: 
'éxamines the mathematical approach to business” in- 
"formation, In.some thirty pages, it gets over to. the reader 
in simple terms basic: mathematical and statistical relation- 


., Ships, together with descriptions of practical applications - 


- and the dangers of making simplified: ‘assumptions,’ 


'' Potential uses of the computer in the major functional. 


v. 


- suggestions for further reading. 
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Tande ensure ‘that the out is OM to. M ben advantage. . 


readable and the author's long experierice of the practical ~ 
; problems of applying’ the computer to business problems ` 


+ Is evident in the wealth óf practical illustrations. 


"Though. primarily intended for the non-expert, those who. 
-are making a career in the computer field will find this book. 
a useful review. of the a of business a 


Industrial Accountancy. 
by F. C. Devine. A li M ae » 
Gee & Co: (Publishers) Ltd, Lar. e MD D 
_ This book is súb-titled "Accounting Services to Works M uc 2 
^ fnent' and is intended to explain to the engineer/production `: 
manager some of the ways.in which-he can contribute.to the... 
increased profitability of the company by the more efficient. use .-* 
of the resources at his.disposal or under his control. .Conse- ` de 
quently, t the work is an explanation of those accounting processes . 
and management techniques which the'autlior (a icem d 
_ engineer. who also holds an accounting: Kran ‘has found +, 
to be of 'value-to the production engineer. 

- Part I (two-thirds of the book) headed “The "Need for the. * 
Accounting Function. in Production, “Management” deals with. 
cost. planning and control through. the setting: of targets of. 
' performance and cost against which progress. can - -be measured; '. 
and «covers budgetary -control, standard costing, - capital, . 
marginal costing and project evaluation. Part IL headed “Some " ` 
Production Aids to Increased Profitability' covers in. broad terms ; 2 iH 
value arialysis, the cost of variety, production control, batch ` Lr 
control, control of contract work, network analysis, research and... 
development projects ~ : 

- A -useful chapter is included. on materials and their monto. 
The: author makes the pointed remark that ‘the influence . of 
works services on the completion of the planned production ^. 
programme is not always - -obvious’. and proceeds to discuss the. 
supply of power, inspection at all ‘stages of production .and ; 
maintenance of machines. The appendices consist of definitions of . 
some management “accounting terms. by permission ‘of The. 

- Institute of Cost and Management Accountants, and a short list of^, 
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Altogether, this concise book, should. provide, all managers’ ^... 


"ade 


e 


engaged in production with a most useful insight into the value me E 
of management accounting in association with: many other El 
, modern TUAnABeAEDE techniques. i Pa 
PE fiae i “a qr ` 
Audit of Building ; and Civil: he €. 
Engineering Contracts. | en ee | | 
"Institute of Municipal Treasurers and Accountants, ts. a iaig, L 


There is a curioús lack of literature on the specialized subject of." 2 
contract audit and in view of the recent publicity given to the ^ a ; 
abuse of contract’ awards. and management, any ‘contribution -. 


"jì 


areas are dealt with in the next six chapters. These include- is welcome: This publication, however, is disappointing. Despite’. E 


payroll and' personnel "information; purchasing; stock 
` control; production and project control; sales and dis- 
 tribution: and miscellaneous administrative. applications. 


reqüirements of each activity in a typical business situation, 


=. anid sets out the procedures that can: be:used: Finally, the: 
“book examines, the problems of AS staffing: and. 


EU 


7 ^ 
E H E 


' control of a computer project. 


: The comprehensive coverage òf this. lencia 


produced book of -some.'330- pages should provide the.- £10,060 million of UK capital expenditure, it is vital that their ~ 
typical manager-with*a sufficient knowledge of ‘computers | 


"^to enable him to maintain command of a compu project ‘booklet 4 «starts prontisingly ene in it its index us referring. too « 
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its general title the vast majority of the content. refers only to : 
the RIBA form of contract and even within that limitation some E 
‘of the statements made need. amplification to be totally true. *.* '> 


to bills of:quaritities and the basic rates schedule” "are Over- '. 
simplified; the advice on. day works, also, could . ne costly a 
without: qualification. 

Tf auditors are to earn or retain the bed of management ues 
and tó get to grips with the wide range of fraud possible in 'the ~. : 


involvément takes place at an early stage of the: works. This >° 


E 


mt 
syy 


un Kir. eos 
e : "the pa and interim- stages, but it gives very little ` 
^ guidance of effective audits. It indicates that ‘site’ visits are 


T . desirable, when. in fact such visits are essential; and it. only 
oe : emphasizes time and material. work. 


a given over to-the ‘final account’ approach to' audit which is too 
"late in most cases to secure major savings and combat fraud. : 
"The' booklet: gives.a number ‘of case histories; which un- 
. fortunately do not give the sums involved except in one case 

ue . Where, as.a result of audit of a final account, there were omis- 

+ 7. ‘gions of £790 and additions of £395! Nor do the other examples ` 


-.give much more encouragement to management to consider . 


-the enormous returns- that this aspect of internal audit can have. 
. Despite these l-mitations, the booklet is at present the only 
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> A E . a 
is ants formidable: a total of 857 pages, about bot pages. more 
than the first edition. 

- Secondly, the scope of the text has beeri ‘enlarged to cover 
non-profit organizations. In particular, there are additional 
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n Predictably, in an IMTA publication, much of the Perm articles on “Human Resource Accounting! and the quairitly 


inverted 'Benefit-Cost Analysis’. Most of the standard cases 
which have been the mainstay of teachers in this field, such as 
Hutter, Rendell, Atlantic Monthly and Birch Paper Company 
have been left in; the authors have wisely ignored the temptation ' 
to get rid of them on the specious grounds of wishing ; to avoid 
the appearance of out-of-date case material. 

In general, this edition must rank as a welcome dadas of 
an already well-established and very widely- -respected text. In ` 
párenthesis, some of the updating has been carried to almóst the 


. "publication on. the subject and at least for local authority - extreme possible; there is, for example, one case on the develop- 


a "i | auditors should be, as it states, a “useful guide’. 


ui Organisation and Methods E: ed 
^y by.R. G. ANDERSON, F.C.M.A. ` o dad 
_- Macdonald & Evans, paperback, 95p. 


This book is oné in a series of handbooks bind as compre- 
hensive study notes for examination candidates. The detailed 


or 
rf 


chapter finishes with self-testing questions referenced to the text. 


As well as examinees (regard has been paid to the examination’. 


- . syllabuses of several professional bodies) this handbock aims to 


help. practitioners in the subject improve the, administrative ` 


' functions of their. organization. . E 


_by SANTOSH MUKHERJEE, ` E 
- information given is stripped of unnecessary padding, and each . PEP/Macdonald, £375, paperback, £2 50. l W a 


. ment of satellites for the space“ communication system. But 


this revised edition is without doubt one of the most compre- 


- hensive teaching. texts in the, whole field d managemerit 
neon , ja 92 EE. 
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- Through No Fault of Their Own g 
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Mr Mukherjee has produced an intéresting comparative study 

of redundancy provisions in the UK as compared with those in 
France and Germany. Whereas the:decision on redundancies 
themselves is left to employers (subject to union negotiations) 


in the UK = except in. natiónalized. industries — and the re- 


After discussion of the objectives and advantages of O & M,: dundancy scheme is one of cash: compensation, other countries .' 


“separate chapters cover the main fields of O & M activity — 
. "organization, centrelization or decentralization of office services, 
office .planning, cierical work measurement, systems docu- 


‘mentation, forms design and control. The approach. to-an-assign- -' 


ment is dealt with in some detail from the preliminary survey, 


"^5 through collecting, recording and verifying the facts, to presenting, | 


x selling, planning: and implementing the -recommendatiofis, - - 
Api with comparison: of costs and return on investment. 


pay far less.in cash and concentrate. instead on retraining, in 
avoiding the need for redundancy whete possible, and above all 
in getting people back into work as soon as.they can. 

` “This, he believes, is a far more humane solution and better for 


the whole community. He points out the way in which govern- 


ment departments work in conjunction with private industry to . 
“ensure that businesses are set up and people employed in the 
areas of special need and asks why similar corisultations do not 


The book contains z short intéresting chapter on the sources and happen when jobs are in jeopatdy. 


°° selection of assignments which is of value to all. engaged in 
advisory/consultancy work. ; 

^14 in the Management Services Division of West Bromwich College 

-*." of Commerce and "Technology.-The book can be carried in the 

Nus C poeset and is thüs available for quick and easy réference. 3 
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Management Control Systems 


by RoserT N. ANTHONY, JOHN DzARDON. and RICHARD F. 
'« VANCIL; Ye 


| Richard D. Irwin, Inc., Illinois, $14: 50. 


LA “This is the revised edition of a book first T in 1969. 
|. ^* Since that year it hes been used in many business schools and 
universities as the standard text for teaching ESTEE] 

; "control. ; 
|. lt is written by three Harvard professors, each of whom is a- 
‘well-known author in his own right. The writers say that few 
i e of the cases require a detailed knowledge of finance and ac- 
" ^7 ^ counting, though they grant that it is usual to teach it to students 
| . who have already kad a course in management accounting. 


.- Certainly the problems of the management process. are e tackled. -E 


: broadly from a financial approach. ' 

¿5 , This edition differs from-the first edition in "two important = 
aspects. . First, the earlier edition had little text material, and: 
_ What there was-- though excellent in its own right — was mainly ; 
Z a series of ad hoc articles collected together for the occasion. 
The new edition has considerably increased readings and, as 


i 


1 


oF well, it retains many-of the olg cases, , Indeed the size of the text _ Ltd, The City Library, 151 Strand, London WC2R JJ. 


." G. G. Wall, B.A, A.C.A, ATLI; 


His criticisms do not stop there, and he' has some interesting 
- -points on the age-spread and incidénce of conipensation, some 


The author is sénior lecturer in o &'M and data processing positive RES and a whole set of intéresting statistics. 


RECENT PUBLICATIONS 


` OVERHEAD COSTS: ANALYSIS AND CONTROL, by H. Hart, B. A. (com. y 


_ F.C.A. Xi 189 pp. 8$ X 54. Heinemann, £2:90. 
FORECASTING METHODS ,. FOR MANAGEMENT, by Seva C. 
. Wheelwright and Spyros Makridakis, xiti+241 pp. 9x6. ' 

John Wiley, £7. . 


di am BUSINESS, FINANCE AND Actountiné IN THE EEC, edited by 


ae = as) ie Meleri; C.A., M.B.A. xii-F269 pp. 9$ X 63. Saxon House, 
£4"50. 

PALMER'S COMPANY LAW, fifth cumulative sepelement. to the 
twenty-first ‘edition, .by Clive’ M. Schmitthoft, LL.B. 9X6. 
Stevens £3. . 

-Wao OWNS” Wuom, North Anierica: 1973, “fifth edition, ix-d- 
702 pp. 10 X 74. O. W. Roskill (Reports) Ltd, £17. 

E Law or RESTRICTIVE 'l'RADE PRACTICES AND MONOPOLIES, by. 

Lord Wilberforce, C.M:G., O.B.E, Alan Campbell and Neil 

Elles, M.A., Second cümulative Supplement to thé second 

. edition, by Augustus Ullstein, 9x6. Sweet & Maxwell, £3; 

Mainwork and supp. £13'50. 

SSENTIALS OF MERCANTILE Law, third ekon, by Kenneth 

- Smith and Denis. J; Keenan. xi+735 pp. 84x si. Pitman,” 

paperback £3-30.~ ` 

“TAXATION IN EURGPÉ by W. B. Dadan, T.T.LI., ACIS. and 

97 pp. 8x6. e 
. paperback Lx "25. ` 


These books mày be obtained from, or through, Gee & Co (Pub she) . 
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Lion International' s Cautious . 


EOPARDS may not change their spots, 


«but ‘British Lions’ change sides. Lion 


' International — whose. 1972—73 accounts ; 
onde this week's reprint — .was, in. 


: another guise, the subject of a successful - 
‘bid by Barclay: Securities in May 1972. 


In. the following September the share 


listing was. suspended after a major | 
investment by the company in the outdoor 


advertising industry through the acquisi-- .. 
- tion of Mills & Allen and Leonard Ripley 


& Co. ' 

The “listing was restored following 
. publication of an offer for sale in Novem- 
“ber last year. But in March this year 
Barclay Securities was taken over by 
J. H. Vavasseur & Co and that company 
now has an interest in 71 per cent of the. 
Lion International equity and IOO per 
cent of the preference capital. - | 
The two advertising‘ companies ac- 
. quired were Dd with ‘the already - 
owned Pearl -& Dean advertising com- 
pany, so-that Lion International’s ad- 
vertising activities now account for over. 
. 8o per cent. of its profits. Mills & Allen - 


. is one- of the leading companies in the 


outdoor poster business, and . Leonard. 


Ripley are’ poster printers. Pearl & Dean . 


concentrates on screen advertising and is 
essentially a sales company negotiating 


"franchises to screen. advertisements in 


‘cinemas end, selling. screen time to 
advertisers. a 


x 
i 


. Film accounting 


Lion Internátional still retains the film ` 
; production and distribution activities. for 
which it was known in its British Lion 
. days. This part of the. group — still under : 
the British Lion name — is now ‘under 
new management' and.Lion International's 
and also J. H. Vavasseur’s-new chairman; 
Sit Gordon. Newton, formerly editor of the’ - 
Financial Times, takes the opportunity of | 
“explaining to shareholders the accounting’ - 
processes of film investment. 
When British’ Lion makes an invest- 
ment in a film the sum goes into the bal-- 
ance sheet as a current asset. As revenue: 
_ accrues. from the film, the value of the 
. current asset is reduced by ‘the.cash re-- 
ceived.’ The process continues until the. 
value of the film 1 in the books i is reduced 
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.to £1. After that, all other revenues are - 


credited as profit on the production. 

But not all films make profits and some 
do-not cover the investment, hence the 
“provision” for films in the accounts. In 
1972-73 British Lion’s trading profits 


were £125,000 against £33,000 in 1971 


%2; but whereas in the past year film 
write-offs still left a profit of £50,000, 


there was a loss of as much as £73 5000 


in 1971—72. ^ 
Under its: new management, however, 
“British Lion no longer invests 100 per 


cent of the cost of production. Instead, 
Sir Gordon explains: "it generates agree- - 


1 


373 


E 


Prog ress" 


-- sy 


the sum, not payable until the film’ S ; 


33 per cent of the budget of the film, with ` s 


r 
4 


completion. During production, further ~. Ro 


ment to 8 per cent of the budget. "Thus, 


. Lion has a small exposure in à film. oF 


international’ appeal and. still retains 
profit participations world wide plus dis- ~ 
tribution rights (not yet offered for-sale) . 


including the United Kingdom.’ 
; The company, it is stated, is active in : 
.six other international films operating - 


ments with. leading film companies in . 


the USA, Europe; and other territories, 
whereúnder a film is guaranteed a sub-.. 
stantial - revenue before Lion commits `- 


itself to that mm T 


Shepperton | | ab. 
As à general rule: British in des not 


invest in a production. unless at least 


under similar financial disciplines. - - 
-But whoever controls British Lion 


‘still has Shepperton Studios to contend _ 
. with, no matter what other reorganiza- . 


' tion may be achieved. Mr John Bentley ' 


thought Shepperton was the kernel in' a: 


60 per cent of the cost is covered by: 


agreements with other film companies. 
_Sir Gordon. comments that: “The pre- 
‘selling technique -minimizes the down 
side but maintains an equity participation.” 


a... 


- He cites as an.example the film ‘Don’t ~ 


Look Now’ ~ an Anglo-Italian produc-' 


‘tion. When production began, Lion's - 
exposure had already been limited to. 


Sir Gordon Newton 





- British Lion nut. which he could crack- 
- once his Barclay ¡Securities had taken ` 


' advances were achieved against receipts, .. 
"which reduced “the outstanding invest-""' 


<in a number of important territories, ' Ls 


dy 


over — particularly since, in March 1972”-'. + 
before the Barclay bid, Lion's then chair- ^ 


. man, Lord Goodman, had applied to the * 


DTI for permission to sell the, land at 
Shepperton. e. uM 


re 


; Film Finance Corporation' 


But — the National Film Finance, Cor-.'. 


" 
. 


é 


poration owns one -special preference. bet 


share in British Lion Films which carries 
the right to veto the sale of assets unless, - 
(a) the NFFC is satisfied that alternative, 


studio facilities are available, or (b) it is ` 
4. proved that Shepperton Studios can only :- 


be operated at a critical loss and that there. 
is no reasonable prospect of a profitable .. 
basis of operating in the foreseeable ^ 
future. 

The March 1972 caos: fell durs 


„on the second point, although the NFFC. ' 
' did recognize the serious financial posi- ' 
tion of the studios. A compromise agree- ' es 
ment was outlined, but the new control- 


-lers of Lion have now reached detailed ^ 


agreement providing for retention of over ' 


9o per cent of the existing stage space at . 


Shepperton, plus most of the technical . 


facilities. Land owned by the Metro-, 
politan Water Board has been leased for 


. useas a film lot, and Lion-owned land has 


been released jor other uses. . i an 


That left. the matter of ngotot 
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>- thé. matter -of reorganization .of turefu 
24 OE levels, and that may be a bigger. - 


with: the Federation of Filia Unions on 


. problem than releasing land for property 
~ development. f^ 


Shepperton is not the only pepe 
element in Lion, International. A number 


^ . of the group's trading activities have à 


TN 


we 


- property dimension and Lion“ Inter- 


» national (Developments) Ltd has been: 


"formed as a: property integrating sub- 


SS sidiary. : 
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Existing property proj ects “include 


Re office properties in London, Birmingham 


and Glasgow; as well -as: properties in 
Scotland, North Wales, and ‘Cornwall 


. being developed’ as holiday home sites. 


Pearl & Dean, which in particular gives ` 
“Lion International its international. role, 
operates in siXteen overseas countries 


‘2: especially in the Far East and Africa, and 


this year made its first move into Europe. 
In his-review — as other chairmen asso-. ` 
ciated with ‘Lion’ have always dorie in the 
past - Sir. Gordón finally gets ‘back to 
` Shepperton Studios where the trading | 
situation remains serious -and further 
- losses must.be anticipated. He says what 


- > 


THE 


saluton to the whole Shepperton problem 


‘is imperative.’ It always has-been. 
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Cornwall Property' s 


‘Consolidation’ 


NYONE who has followed hè take- 
over ramifications of the City 
through close attention to the stock- 
market, will find a reminder of the 
halcyon take-over days gone by in 


the group company chart of Cornwall ` 
now 


Property , (Holdings) "which is 
organized into banking and investment, 
property, trading, and. overseas divisions. 

In: the property division, Copthall 
Holdings,.and in the trading division, 
Maidenhead Investments (Maidenhead 


Brick & Tile), Chiésmans, and Ashworth : 


& Steward, as well as Webbs Fertilisers, 
are names from ‘the io Lele 
tion-era. : «i 

But for Cornwall Property the year 
to last March reviewed in the report and 


“accounts was-one of consolidation. The 
year. of cónsolidation- provided ' time ; 
.for-an independent revaluation of land 
and buildings which resulted in a gross 
total. of” £63, 909,078 : against ‘a book 


+ ACCOUNTANT 7 


n 
P : 4 P * - = 
, ME dr e 


September 204, 1973 


- to complete c certain. purchases of land, 


of ' £33,811,045. 


‘Of the surplus, £11,930, 097, "thé chair- . 


man says, ‘has been added to the share- ^ 


holders” fund. incorporated in the ac- 


~“ counts’. The: present - policy decided 


by the board is to have a professional 
revaluation of the entire property: port: 
folio every third yar 


First Impression of. > 
W. W: Hall .. 


IRST impressions count, and the 
first impression of the first public 


accounts of W: W. Hall, distributors of | 


heavy building materials, is one of neat- 
1iess and efficiency. But good design in a 
company ‘report’ 3s ‘not everything. — 

particularly if the content is not all that, 


` 3t should be. 


For example, a eran Record’. 
needs something more than merely a 


columnar’ chart of turnover and pre-tax . 


profit, even if the chart i is a little out of. 
the ordinary. A more informative, if 
less spectacular, presentation of the X 
four-year record might have left room: 
for a statement of the source and disposal 





























E n many others before him have said:''A value, inclusive of guttinn costs of funds. 
E E 2 J , - = 
- NOTES continued A NAE: 
IN j " i ma ! A ~ , 
: 6. Fixed TERNE | ci RU UN D owe s PPS ` Plants 2c 2 . 
E e, Freehold , Long | Short’ . 27.5 77 machinery 
os land and - Leasehold . Leasehold Advertising and. ` A 
l TN buildings. `- property - ^  : property _ Structures -- ` equipment Total 
» T UA i. cues Za uM EB V ME 0 £o 0 1É £67 "E eM 
- , Cost or valuation— ' e CER 2a P l eS E gd x l 
‘Balance at 1st April, 1972— o» EAT UN. i 
s Atcosto `> 1,723, 963 — 4,124. — 2,354,867 4,082, 954 
i^. ‘Subsidiaries acquired - i 2,990, 968 . -- . 7168,845 ` , 86314 ~“ . 1,080,987 | -548,381 4,875,465. 
Additions T “o! à 18250. . . . 1,267, 45,565 "173,732 +  :- 500,480 -:739,264 - 
. Disposals ' ' (591,636) .', (17,700) (3,875), ~ (7,745) ' : (372721) (993,677) 
_ Balance at 31st March, 1973-~ T Ra Ege o ME oo, M" A Cu TEE" LA 
At cost ` 1,758,403 a 34,893 3,030,977 4,824,273 
¿A valuation (see bélow) - 2,383,142 ` 152,412 ,97,235 i 5 Se 2,632,789 © 
NU As valued by management’ TEES UE LE ' sa ; tes 1,246,944 | — 1,246,944 
È l 4,141,545, 152,412 132,128 - 1,246,944 ` 3,030,977 8,704,006 
Z Depreciation— s EN ———— —_— nia E a a at 
"Balance at 1st April, 1972 ` Ñ a "3 657,774 . NEUE. ~. 3,933 MEL 1,724,094 , 2,385,801 
" Subsidiaries acquired . ~ , = maL Foes 6,044 - 79,519. >... 317.429 ` 402,692 
- Provided during the year i — — 9,364 62,318 | ` 285,590 358,272. 
. +. On disposals - ` P me C (115). . (2) . (84737 . — (184873). 
E Adjustment on revaluation i l . — ' — qa — (94,616) . SIE (94,616) 
-` o Balance-at 31st March, 1973 ——— . 657,774 . Zo. 19,226? "47200: . . 2,143,076 2,867,276 ` 
. Net book amount— . "» uu wr ot l ME D MET A: 
^ * At 31st March, 1973.. .£3,483,771 : £152,412 ` ` £112,902. £1,1199,744 ,. , £887,901, + - £5,836,730 
-7 ^ At 31st March, 1972 £1,066,189 = £191. ' £630,773  £1,697,153 
we T i === —— _— A 
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Bak Assets acquired on the surchase of subsidiaries during the year included Seer: at the amount of professional ' 
valuations on the basis of open market value carried out in 1972 by Messrs: Berry Bros. & Legge, Chartered 


Surveyors, and by Messrs. Conrad Ritblat & Co., Consultant Surveyors and Valuers. No. provision has been made 
for corporation tax on any chargeable gain which may arise on disposals at these valuations; such tax  - 


at 40% is estimated at £250,000 as at 31st March, 1973. 


During the year the Company purchased plant and machinery at.a cost ol £38, 721 arid sold: certain itóms whit 


had cost £11,785. After deducting depreciation of £3,482 for the year, this: felt an amount of £23,454 


in the-Balance Sheet of the Company. 
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. | ae ADDED I Moo LÀ 
. in Great Britain | Lire 

ur. 
A SUPPLEMENT - Does yo l 
Value Added Tax in Great Britain, described by * dient nee 


The Times as a the most definitive work 
on VAT is brought up to date by : a iia E a cor f } | | lerci 


now available. 








-— 


U This covers new material following the enactment 
of the 1973 Finance Bill and the effect of the 
many ‘statutory instruments’ issued. Since the 
book was prepared. . 

"P 

With the publication of this: Supplement all copies 

of Value Added Tax in Great Britain by Wheatcroft, 

Lawton and Carmichael, püblished'at £3.50 in 

| January, will now be sold including this supple- 

ment, , the comined price seing £4.25. . : 
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BODLEY HEAD/H. F.L (Publishers) Ltd. 


s (009 Bow Street, London WC2E 7AL i ! EU | 
_ If he does it will be worth your while | 
finding out about our commercial loan service. 
| A P à | Ma v As independent financial pco is our 
| nm | business to know what is going on in the monéy - 
E t one year old he Was i market, and knowing how to get the best from it. 
| .  Forourclients. For your clients. : - - 
a bouncing ba by | | . We have the facilities, the experience and the | 
E FEM At 18 months he was toddl- contacts for finding money for commercial or ; 
ing and a vel, happy | M industrial schemes and arranging the best possible. 
boy. . d terms. 
| But gradually, heartbreak- E Post this coupon today or telephone Derek - 
ingly, his muscles began | § Williams, our Commercial Consultant, and he will 
to fail until at 15 years of | «B ^ be pleased togo more fully into our service. 
age he caught a chill, his m 
respiratory system Failed EXPLORE ALLYOUR FINANCIAL OPTIONS - 
and he could no longer | : 
| j Antony Gibbs (Mortgage Lows 3) Lt 
THIS IS —n€ ; 7 Hanover Square, London WIA 4BG. Tel:-01-409 2121. 
DYSTROPHY. AS YET THERE A member of the An Gibbs Merchant Bankiag Group, 
E | Sloan 
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. Please bi the utterly helpless. Please tell your clients about us, 
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| ystrophy Group 


. of Great Britain "m 
25 Bordugh High Street, SET 90G, Telephone; 01-407 5116 
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MANAGEMENT. id 
COMPUTER. CONTROL 


by T; R. THOMPSON, M.A.(Cántab.) 8.Sc.(London), CLS, Élrist A.M. a 


.. A Lifetime of Experience in Computer Management and Control 


-A UNIQUE BOOK WRITTEN FOR THE LAY. MANAGER & STUDENT 


^ a 
- 1. E - + » ` " 
I- 7 


- business manager with sufficient. knowledge : - 
. mand of a computer project and to play his part 


^ tion useful for running the business to the best. 
PT advantage as well as rurnisning a basis for good : 
management. | 2 


< - The first two chapters : give a Blond analysis”. 
of the nature of business information and the ` 
^. data from which it is produced. The’ next. 
z '^ . chapters explain the nature of computers, what ' 
“af os has to be done before a computer can be made. 
- to produce the information from the data, and. 
how to sat about obtaining the right computer ` 
to produce:the information required. 


Pd n of computers to enable him-to maintain com- `’ 


-l 


This: book is intended to NN de a 


^. , There is then an explanation in simple terms - 
- of how business information: can with advan- ` 


- tage be approached mathematically. This is 
P^ followed by six chapters devoted to the main ' 


o]; 3 printed pages: Size 112 x81 in. 
^ 87 line and 22 half-tone illustrations 
. Fully bound in red-gold blocked on spine 


~~ 


+ + e > 
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in-ensuring that the computer provides informa- `, 


es ne -ORDER Now FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


e ur 


.; potential: fields ` of “application which: are 


common to most.businésses, including Payroll, 


. Purchasing, Stock .Control, Production and 
Project Control, and Sales and Distribution. 


The book ends with two chapters respectively 
on staffing and controlling a computer project.. 
_ ^ Throughout the book stress is laid on the para: . 


mount need for the business manager to:máke 

decisions on what information he requires to do 

. his job effectively. Whether or not a computer 

< should be used.to: produce the: information 

"depends on the ability of the „computer 

` experts to prepare a scheme whereby a com- 
' puter can efficiently and-economically do so. 

Since the. book explains the problem of using 

a computer to provide business information, 

it incidentally offers. to the student who is 


- proposing to make a career in the field of ^ . 
. computers for -business purposes a useful a 


backgrgund to his technical SUGES; 


PRICE £9:50 NET. 
£9°80 by post U.K. .. 
£1 0 by post overseas - j 
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NEW. Stock Exchange account 
has predictably ` failed “to give / 


the -market any new urgency.or new. 


trend. If, as is widely reported, the. 


- Government is resigned ' to.. pushing 
through wage restraint policies.against . 


`. all-out TUC opposition and on the, 


“other hand is equally in confrontation ` 


on policy with the CBI, there cannot . 


. be, either new urgency or. trend in the 


“market. ` 


. There has : bágr a little. favourable ` 
i response to some good: profit figures, 
- but if the figures were to be presented 


on CPP terms: they would ‘not look 


nearly so impressive — even onthe- 
 -basis -of past inflation: The stock-: 


market, of course, deals in the. future 


and the fear is that future inflation IS ` 
going to be worse than anything so. 


far experienced. 


“LUCK. 


? 


That is the , ‘pessimistic. end of the 
` economic-investment view. The opti- 


- mistic end is that the dash for growth ` 


will be successful and the. ‘little bit of ` 


“luck” .that the Government . so: ob- 


viously needs, will turn up in the nick . 


. Of time. This, it is considered, could 


take thé form of«a sharp fall in com-: 


modity prices as. world-wide counter- 


inflation measures take effect. _ 
That. seems the:kind' of extravagant 


hope that only Prime’ Ministers’. and - 


Chancellors of the: Exchequer” can. 
afford. For the present, at least; the: 


. Stock- market -. reflects- a view. that. 


: Mr Heath and Mr Barber. have. the. ' 


monopoly of BOR), 


~ 


P i 


“RESTRICTION: | 
In his first publicly-aringunced, action 


as Governor of the Bank of- England, . 


Mr Gordon Richardson has obviously 
and'inevitably toed the Treasury line. 


‘Because, as.a gesture to the building - 


' societies; the banks have to keep 


interest at 94 per.cent on deposits of 
less than £10,000, jit followed that 
there needed to be some restriction 


' the other way. 


Credit control by. atado has 
been cunningly, reintroduced and: the 


i 


building societies made to look the ` 


‘sarily 
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3 “scapegoats p» it. Theis. pave: been)” 
‘some: 


tart - comments zon Mr. 
Richardson' S silence since he bécáme . 


. Govérnor. High office does not neces- . 
"and Mr’ 


change . people : 
Richardson has never. been much of a 


1- communicator merely for commünica- 


ting’s sake. .Mr' Richardson may well 


| -prove a strong Governor, but even if he 
E Ad he will keep very es about. it. 


“BALAN CE. 


A working party to review the organiza- | 
ion and. procedures of. the Sterling ' 
‘interbank. and certificate. of deposit | 
' markets is being. 'set up by the-Bank of - 
- England. The clearing , ‘banks, 


ac- 
cepting houses and: discount houses . 
“will: be represented. 

. The intention is to look closely at the 
workings - and : commitments of a. 


- 


market which represents:some £5,500 


million of at the longest three months?” 


‘money. The. working party ‘will seek 
. explanations for 


discrepancies: 
ported in a: market that should in 
theory balance. and: will endeavour to- 


assess the true extent of funds flowing ; 
| through thé System: 


as 
3 
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(Do DEBATE c. 00 
"The City has long since learned to^ 
; leave. the building societies to their’ : 


«Own. business ¡of borrowing short and .' 
lending long, but the City, naturally, . 
. has more than a passing interest in the: ^ 
i present crucial debate on. the whole a 


ae! of house- purchase | finance.. 


: Politicians, in the debate, will doubt-. : 


EK make much of 'the first-time buyer: 
‘point because that-is, where the votes 


«lie. But past experience suggests there ' 


is adequate reason -why the building 


societies, should be pulled closer Into. 


the money control net. 
|t. is, of Course, aniauind that the 


Government which instituted money . 


and credit de- control and complete 


zt 
4 





freedom with price the only arbiter of — 


. supply, should. be the Government. .: 
talking of introducing . controls on. 


building societies — Something that no 
other Government has yet had to do.. 
Bút then a policy: is no policy unless 
the result of it can. be accepted and 
the Government has been unable to 
accept the results of money , and 
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Rates and Prices - 
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Bank of England Minimum Lending’ Rates 


Mar.23,1973 .. 83% . May 18,1973. :. 7396 ` 
April 13,1973 .. 8 % June22,1973.. 74% ` 
April 19, 1973 .. .84%' . July20,1973 .. 9.96 


May 11,1973... 8% July 27,1973 , a 
e A . , s -d : 


, 
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- Finance House Base Rate ^ 
le September 1st, 1973. 12% 
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X. i Closing. prices, Tuesday, September 18th, 7 973" 


Monay Rates ` 


Daytoday .. 6 —9 96 Bank Bills. 
7days .. 61 515 2 months 121-12 96. ; . 
Finé Trade Bills.: © =. ' 3 months 124-1 21%' . 
. 1 month 15 -123% . 4 months 122-121% 
2months .. 15 —122?96 6months 123-123% 
. 15 3 %, X 


3 i dd 


y 
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Les Months | Rates E 


P AR authority deposits. 
i ' Local authority bonds : 131-1 2196 
TFT Industrial Ordinary Index - Sterling deposit certificates: ~ 133-134% . 
September 18th; 1973. 425- 9 | Euro-sterling deposits . 164-17 %' 
ANE. EE i " Euro- EMT deposit ' 1134—1134% 
E” 52. AS v cg 
e Treasury Bills ^ , — —.,. 4. Foreign Exchanges oS TE: 
, July 13. `; £6:-9462% Aug. 17 ..£10:9520% New' York .. .2:4165 | Frankfurt .. 5.8200 
July 20 : £8-3772% _Aug. 24 ..£10-975496; Montreal .. 2:4425 , Milan .. 136100 ' 
July27  .. .£1 0-891 5% . ‘Aug. 31 ..£10- :974496 Amsterdam 6:1450 - Oslo Sc. 13-3450 
.Aug.3 ..£10 780096 Sept. 7 ..£10-9862%' Brussels ` 87-4250 - Paris -,10-2600 
Aug. 10. .. £10-9076% Sept. 14 . .£10-950796 .. Copenhagen 13-7850 . Zürich 7-2525 ' 
^ m "EE l EN Gilt-edged. MEME AS E ed 
Consols 4% .. 0 .... .. ad. 94g Treasury 9% 1994 ^" .: 2 .., 82$. 
- Consols 24%.. “2128 Treasury 8196 84-88 — .. ... _.s 838 
Conversion 3196 px. ros -30 Treasury 81% 87-90  .. - .. 78} 
' Conversion 54% 1974 U.. | . 96 - * Treasury.6196 1976 894 > 
Funding 34% 99-04 .  .. 368 Treasury 31% 77-80 . 69$ ` 
Funding 51% 78-80 65. Treasury 33% 79-81 663. 
Funding. 51% 8 32-84 74 - Treasury 5% 86-89 . 564xd 
Funding 53% 87-91 59% Treasury 51% 08-12 498 ' 
Funding 6%'1993 .. , l 594 Treasury 23% . 218 ' 
Funding 6196 86-87 RET ru ^ 70$ Victory 496 .. i 961 
Savings 3% 65-75 .. — ..0 oss) 89% «^ War Loan 34% i. 313 
| "dM 3 Retail Price. Index (Jan. 1962=100) A oe 
, «Jan. Feb: - Mar. April May June: July Aug.. Sept, Oct.. .Nov. Dec, 
1971 " 147.0 1478 149-0 1522 153. 2 1543 155.2, 455-3 155-5 156-4. 157.3 158: 1 
1972 459-0 159:8 160-3 161-8 163-7 164-2 165-5: 166-4 168-7 16877 169:3 Ec y 
-172:4 1734 176-7 178-0 178:9- 179:7. - 7 
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of consulting with reasonable.accountants such as Dr Gynther : 
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Sweet Heasonablaness 


SwE, — One of the pleasures of reading The Accountant ‘is to 


.saraple the variety of minds and personalities with which the | 


profession is blessed. In the, category of “sweet reasonableness' 


I place the articles by Dr Gynther on ED8 (July, 12th) and by: | 
_. Mr Pickerill on EDrıı (July rgth). 


Dr Gynther's point may be rephrased: only by adopting the 
H:cksian ‘better off’ definition. of income, and by equating 


profit to income, can one arrive at the conclusion. that profit 


is earned by owing fixed long-term debt in times of rising 
prices. The logic of the first proposition was seriously questioned 


“by Hicks himself; the- logic of the second has not been estab- 
| Jished outside tke highly abstract theory of the firm developed 


by economists. T'he fact that one can profit by owing long-term 


"debt in periods of rising pres does not imply that one in-: 


` : variably does. 


‘Mr Pickerill draws attention to the fact that the object of ; 
tax allocation is to improve the “fair view” of the firm's financial 


results and status; it is not an end in itself. The application of a 
rule which disregards this object can lead to ridiculous resuits, 
such as a.‘deferred taxation’ quasi-liability representing go 
per cent of the firm's net assets. 

. Both of these situations illustrate the ATA trend of 


on aczountancy bodies to lay down rules rather than - 


- to state policies. The dangers which this rule-making function 


- is designed to avoid affect other professions as well, but we do 


-not find the medical profession stipulating ‘that the doctor 
«should always take the patient's pulse, or remove any con- 
stricting garments, or prescribe a particular drug. 

It 1s unfortunate that the rule-makers.do not have the benefit 


and Mr Pickerill before they issue exposure drafts. They do 
not even appear to read the literature on the subject.of their 
observations before publishing théir ideas to the long-suffering 
practitioner. ; 

' Yours truly, 


IM MM ^". KENNETH S. MOST, 
Head, Department of Accounting, 
Texas A & M. UNIVERSITY. 


—_ 


Texas, USA. 


‘indirect Taxation 
Sir, — I have just read- Mr Trigwell's — di roth) to my 


_ previous letter, having been abroad in the meantime. I do not 
-think he has answered my quéstion. 
. He says -hat a consumption tax generates es Quite . 


‘right, all taxes generate inflation, and no tax could be more 


‘direct’ than PAYE, but if personal. allowances were abolished 
"tomorrow arid the take-home pay of all workers reduced, the 


| 


inflationary effects would be rapidly apparent. - 


He then appears to argue that a Conon tax is inequit- | 


- 
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able because some anne people could not afford & to pay 


it. Nor would they; if they could not afford to'consume, they J 


would not be taxed. The social issue of how one assures that 
they live above the poverty line has nothing to.do with taxation, 
which raises state income, although it has-a lot to do with state 


expenditure. . 
^. Finally, he puts forward proposals for a ‘national contri- - 


bution' which, he claims; is not a tax at all. Í quite understand 


. his difficulty i in explaining i in 2 letter why.it is not. Words can 


be very tiresome. The Oxford Dictionary definition of ‘tax’ is 


‘a’ contribution levied on persons, property or business, for. 


support of government’ would obviously complicate: his task. 
His proposal; apparently, amounts to a mixture of an income 
and a wealth tax. It therefore suffers from the major short- 


coming of any wealth tax: that, because there is no..way of . 


converting physical capital assets into income, one man’s wealth 
tax can only be paid. out-of- the proceeds of another man's. 
savings. If the state then uses the proceeds, for revenue purposes 
(as it usually does), capital formation is reduced. 


ooo TE E 


` Sheffield. E M. 2 MALLETT. 


ICMA's Range of Interests. 


Sir, —.I was pleased to read MrT. .B. Degenhardt’s jeter. 
in your issue of September 13th in response to press announce- 
ments reporting the merger, in which the Institute of Company 
Accountants is taking part. 

It was pleasing to: read that The Institute of Cost aid Man- 


‘agement Accountants now acknowledges the existence of some : 


15,000 members and students i in the prospective new society. 


It was also interesting to note from Mr Degenhardt’s létter that 


the ICMA's ' origins' had changed: by some 43 per cent. 


Yours faithfully, . 
| Ow. J. HAYES, B.SC., F.LA.C., A-M.B.LM. 
| Shoreham Beach, Sussex.» l 


* P 4 


Accounting Standards? a M 


SIR, — Sixteen (yes, 16) different ways of showing earnings per 
share, computed i in accordance with Exposure Drafts 4, 8 and 


- Accounting ‘standard’? Poor shareholder; Yer pays yer. 


money and yer tákes yer choice. And what about the corres- ` 
E ponding o - let alone the five- -year summary? Help! ' 


l Yours desperately, 
Name añd address supplied ROBIN HOOD. , 


` 
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12: RES "e 
b Historical CPP accounts | 
[ : | Fully | Fully y. 
Actual diluted Actual diluted 
Net basis : ; 
Before extraordinary i items A E E J. N 
Net basis "C A a i 
After extraordinary items B — oF. ^K Oo , 
' Nil distribution basis - ' ibi P net 
Before extraordinary, items Cc G L in, i 
Nil distribution basis E p 
. After extraordinary items. D . H. M Q. 
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ICMA's Varied Interests 


Taxation, Financial Models and EEC 


ja peace dp proceedings of the 1973 ICMA Summer 
School at St Catharine's, Cambridge, opened with a 
paper by Mr J. W. Hardy, A.C.M.A., F.T.LI., on taxation. He 
outlined in the first part of his paper the five basic elements of 
the new imputation tax system: 


(1) Payment of tax at a single rate on distributed and un- 
distributed profits, generally payable nine months after 
the end of the relevant accounting period; 

(2) No deduction of tax at source from dividends; 

(3) Payment of advance corporation tax (ACT) by the com- 
pany when paying dividends, at the rate of three-sevenths 
of the distribution; 

(4) Tax credit to the shareholder equivalent to the amount of 
ACT in relation to his dividend; and 

(5) Availability of ACT to offset ‘mainstream’ corporation tax 
liability, limited to the amount of ACT that would have 
been payable had the entire year's profit been distributed 
(excess ACT may be carried back two years, or carried 
forward). 


'The new system, said Mr Hardy, would be disadvantageous 
for UK companies with a large proportion of overseas income; 
the 30 per cent ACT would represent the minimum tax payable 
on their total income, only the remaining 20 per cent cor- 
poration tax being available for foreign tax credit. However, 
companies in this position could treat their dividend distri- 
butions as being payable in the first place out of domestic 
profits fully liable to corporation tax, so that there would be no 
disadvantage if dividends were fully covered by domestic 
profits. In addition, companies affected would be allowed a 
measure of relief — an extension of the so-called 'overspill 
relief” - up to and including the year 1976-77, at the pro- 
portion (two-fifths) in force for 1971—72. 

Because ACT represents an advance payment of corporation 
tax, non-resident investors in UK companies are not eligible for 
imputation credits by virtue of a pre-April 1973 double tax 
agreement. 


Distributions and returns 


He outlined the system of returns of qualifying distributions, 
franked investment income (FII) and annual payments, under 
schedules 14 and 20 of the Finance Act 1972. A ‘return period’, 
generally, would be any complete period of three months 
ending on the last day of March, June, September or December 
within the company's accounting period, and returns should be 
sent to the Collector of Taxes within 14 days of the end of the 
return period. ‘Qualifying distributions’ were not only divi- 
dends, but included also, e.g., interest in excess of a reasonable 
commercial rate or at a rate depending on the results of the 
company's business; or the value of any net benefit received by a 
member on a transfer of assets or liabilities between himself 
and the company. 

Various options were available for the use of ACT which, 
as alternatives to its application in settlement of ‘mainstream’ 
liability, might be carried back for two years (but not beyond 


The first part of the summer school proceedings appeared in The 
Accountant last week. 


April rst, 1973), carried forward, or surrendered (subject to 
certain conditions) to a subsidiary company. Payments by a 
subsidiary to the company surrendering ACT were disregarded 
for corporation tax purposes in both companies” accounts. 

Mr Hardy then described the prospective effect, on balance 
sheet and profit and loss account, of following the proposed 
standard of practice on accounting for corporation tax under 
the imputation system (ED12, The Accountant, May 24th). 

'The next part of his paper was devoted to capital allowances 
for corporation tax — on which the Capital Allowances Act 1968, 
though intended to codify the law for some time, had been 
largely superseded by the Finance Act 1971. As a further 
complication, patents and know-how were dealt with in Part 
XIV of the Taxes Act 1970. Finally, he examined each of the 
principal factors to be considered in deciding whether an item 
of expenditure was admissible for corporation tax purposes — 
namely, whether the item was capital or revenue; incurred 
wholly and exclusively for purposes of the trade; specifically 
allowed or disallowed (most commonly under sections 130 or 
411 of the Taxes Act 1970) by statute; and a charge on income. 


Computerized models 


Two speakers — Mr B. Tytherleigh and Miss J. Douglas — 
then introduced "The use of interactive computing for financial 
modelling' — a title which sounded both academic and intimidat- 
ing, though in fact the subject was a practical and a simple one. 
Many organizations throughout the UK are now using such 
techniques for a wide range of applications; indeed, they might 
have been equally well called ‘financial planning and control 
systems', and were a valuable aid to the accountant in making 
financial projections and in assessing performance against 
projections. 

To look at a projected profit and loss account was to take the 
company's anticipated performance in very broad terms. Thus, 
for instance, a single line such as “sales revenue” or “interest on 
loans’ could be derived from a number of calculations and 
assumptions; and, while the estimation of values and relation- 
ships to project performance could be carried out manually, this 
was inevitably tedious. 

Over the past few years, several computer planning languages 
have been developed specifically for the implementation of 
financial models. Most of these computer languages had 
several common features, e.g.: 


(1) The language of the model is comprehensible to non- 
computer personnel; 

(2) Large models involving several hundred lines of data and 
relationships can be created in a matter of a few days; 

(3) The user can obtain both full and concise reports; 

(4) Values within the model can easily be altered, so that 
implications of actual performance on projections can be 
very quickly ascertained ; 

(s) Relationships within a model can easily be altered, and thus 
by re-running a model it is possible to test the sensitivity of 
the projection to a particular change or changes; and 

(6) Model running is not too costly in terms of computer time. 


With the aid of a visual display unit (VDU) and monitor 
screens, Mr Tytherleigh and Miss Douglas then demonstrated 
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Opening the Summer School. The President, Mr C. A. Herring, 


Post-qualifying Education Committee. 


alterations of values and relationships within simple models — 
first a DCF calculation and then an analysis and forecast of 
sales volumes, leading in turn to sales revenue and the profit 
and loss account. Part of the demonstration was unfortunately 
marred by a bad attack of 'gremlins', but members nevertheless 
willingly accepted the opportunity of constructing and running 
their own financial models — an exercise which occupied the 
greater part of Thursday's time-table. 

Subsequent comment from syndicates queried whether the 
exercise had been pitched at the most appropriate level, and also 
whether the equipment available had allowed a significant 
participation by members. In proposing a vote of thanks to 
Time Sharing Ltd — who had provided the demonstrators and 
equipment — Mr J. C. R. Hewgill, M.B.E., F.C.M.A., M.B.C.S., the 
Institute's Director of Technical Services, stressed that the 
programme had been devised as a compromise solution between 
the Institute and the company, who had followed their brief 
meticulously. 


The European scene 


On Friday morning, Mr H. J. Gardner, C.A., F.C.M.A., outlined 
several aspects of EEC organization and policies that were 
likely to affect the work of the management accountant. He laid 
particular stress on Article 2 of the Treaty of Rome, which calls 
for 'harmonious development of economic activities, a con- 
tinuous and balanced expansion, an increase in stability, an 
accelerated raising of the standard of living and closer relations 
between [member] States . . .”. 

The principal organs of the Community, he reminded his 
audience, were the European Parliament; the Council of 
Ministers; the Commission, approximating in its functions to a 
permanent Civil Service; and the Court of Justice, staffed by 
judges qualified to sit in the highest courts of their respective 
states. There were at present four alternative means of enact- 
ment of Community law: 

(a) Regulations, binding in their entirety and having the force 

of law in each member state; 

(b) Directives, binding as to the result to be achieved but 
allowing each member state to decide how to achieve that 
result; 

(c) Decisions, directed usually to some specific problem and 
binding only upon that member state to which they are 
addressed; and 
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delivering his address, flanked Mr M. W. Burrell, who spoke on ‘Mergers and 
by Mr T. B. Degenhardt, Secretary of the Institute (/eft) and Mr L. W. Rice, chairman of the 


Take-overs'. 


(d) Recommendations and Opinions, which as their name implies 
have advisory force only and are not binding upon anyone. 


He mentioned the essential features of EEC policies for the 
environment, including in particular the control of pollution 
and nuisance ; industrial development; free movement of labour; 
transport; and competition. Present activities to achieve the 
industrial objective included removal of the remaining barriers 
to establishment of a single market; harmonization of company 
law and taxation, and creation of a European capital market; and 
promotion of technological progress. Rights of free movement of 
labour within EEC, it was pointed out, did not apply to the 
self-employed, who were covered instead by the 'right of 
establishment and freedom to supply services? provisions of 
Articles 52-60 of the Treaty of Rome. There were indications 
that the Commission was thinking along the lines of some form 
of “professional passport”, laying greater stress on what the 
holder was qualified to do than on how he had obtained his 
qualification — a significant element in harmonizing the practical 
basis of the UK professions with the university training of 
Continental countries. 

Members could be assured, said Mr Gardner, that the 
Institute was taking all appropriate steps for European recog- 
nition of the British accounting concept of ‘a true and fair view’ 
and to preserve the value of the Institute's qualification. The 
short answer to whether UK nationals could influence Com- 
munity legislation was 'yes'; the available channels of repre- 
sentation included members of the EEC Parliament, and the 
EEC Commission in Brussels. 


Replacement decisions 


Mr J. B. Evans, B.A., A.C.I.S., former senior tutor in finance at 
the London Graduate fschool of Business Studies, presented a 
paper on ‘Replacement investment’. There was a continuing 
tendency, he said, for companies to over-estimate profit margins 
(or cost savings) on replacement projects. 

Before demonstrating the arithmetical relationship between 
costs and effective life of machines, Mr Evans asked why 
machinery tended to have a ‘life’ at all. There were three 
principal reasons, he suggested: deterioration; the development 
of more efficient machinery (‘technical obsolescence’); and 
declining public demand for the particular product (‘product 


B 
— 


THE 


September 20th, 1973 


obsolescence”). A simple example would demonstrate the need 
to assume a declining flow of profit (the reverse was more 
usually assumed) from a replacement project, due to rising 
maintenance costs — the 'deterioration factor”: 


Assume the alternatives of keeping an old machine, with 
maintenance costs of {59 in year 1; or of a new machine 
costing {£100 with a three-year life and maintenance cost of 
o, £20 and £40 (discounted average £19) in years 1 to 3. 


Profitability of capital Actual basis 


expenditure Present value 
Profit at, say, 10 per cent 
Year 1 e. - i: 59 54. 
Year 2 2 De io 39 32 
Year 3 RO E s 19 14 





100 





The rate of decline in the profits of a replacement depended 
both on the pattern of cost increases of the machine itself, and 
on the speed of technical change in new machines. Given the 
rate of decline, it became fairly simple to calculate the initial 
cost savings necessary to give a DCF return of, say, 10 per cent 
after tax over the life of the investment. He included as an 
appendix to his paper a series of tables of “required margins' — 
which, he said, should at least enable 'seat of the pants decisions 
to become rule of thumb decisions? — and suggested that a 
number of projects undertaken on the basis of apparently 
attractive DCF returns were likely to prove unprofitable. 

The principle of declining margins had a very important 
contribution to make to the evaluation of expansion projects; it 
was very unusual for a machine to earn steady profits throughout 
its life and then get discarded suddenly and, while the rate of 
decline and the level of final profits could not be predicted with 
accuracy, a decline there must be. “People tend not to allow for 
falling profits or rising costs in the future', Mr Evans claimed 
“unless they can think now of reasons why it should occur”. 


, 


Presentation to the College 


At the formal dinner which concluded the school, the Institute 
presented an inscribed salver to commemorate the quin- 
centenary of the foundation of St Catharine's College by 
Robert Woodlark in 1473. The gift was accepted on behalf of 





Mr H. J. Gardner, a member of The Institute's 
Council, addressed the school on Aspects of 
the European Economic Community. 
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the College by Dr Colin Smith, Fellow and Tutor of St 


Catharine's. 

The toast of “The Institute of Cost and Management Ac- 
countants' was proposed by Sir Neville Butterworth, chairman 
of Tootal Ltd. In his reply, Dr J. M. S. Risk, B.COM., C.A., 
F.C.M.A., J.DIP.M.A., F.C.LS., a Past-President of the Institute, 
said: | 

'In recent months, there seems to have been an attempt on the 
part of some persons to decry the scope of the Institute's 
qualification, and the work and standing of its members. Some 
of the statements made have been plain nonsense. 

“For example, in a recent article on “Whither Professional 
Unity?” [The Accountant, August 9th] Mr A. W. Nelson, 
immediate Past-President of one of our sister associations, 
referred to our Institute as being of the highest standing, but 
went on to say that it did not “aspire to recognition [for 
auditing purposes] being content to confine itself to the 
management and costing functions of accounting”. This is 
typical of the misconceptions which are held in some quarters; 
one has only to look at the range of interests represented on 
occasions such as this summer school. 

‘Again, a note in The Accountant of August 3oth, referred to 
the possible formation of a new body claiming to be “more 
truly representative of the interests of the industrial ac- 
countant”. The ICMA, it was asserted on behalf of this 
prospective new body, was “concerned mainly with manu- 
facturing industry". I should like to draw the attention of 
members to a letter from our Secretary, Mr Degenhardt, in 
The Accountant of September 13th, giving the distribution of 
our members between manufacturing, service industries, 
government service, education and other interests. 

‘This new body was also expected to give “greater scope and 
opportunity for extending  post-qualification education”. 
What have you been doing here for this whole week? 

‘Such statements are, in a way, a tribute to the progress that 
we have made since 1919; other people are trying to jump on 
to the bandwagon. But we do not keep our position simply by 
saying what wonderful people we are. Respect is not earned by 
boastful phrases; it is earned by continued competence in 
one's day-to-day work. 'l'hat is why schools, conferences and 
courses of the type which the Institute regularly organizes are 
essential for each and every member.' 


The toast of "The University and City of Cambridge' was 
proposed by Mr W. E. Harrison, F.C.M.A., a Past-President of 
the Institute, and the Mayor of Cambridge, Alderman S. C. 
Bowles, responded. 
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u- dd 
Dr Colin Smith, Fellow and Tutor of St Catharine's (/eft) receiving from Dr J. M. S. Risk the 
inscribed salver commemorating the quincentenary of the foundation of the College. 
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Towards a National Body 


ACASS Half-yearly Council 


HE ACASS Council met last week 

for its mid-term discussion con- 
ference at the City University, London. 
A major item on the agenda was the 
proposed national student society and, 
subject to some minor amendments, the 
proposals were accepted with little 
objection. The three stages involved 
in the move to the national society were: 
the installation of a central adminis- 
tration system; students becoming direct 
members of ACASS; and centraliza- 
tion of finance. 

A guarantee that local funds would 
not be cut was called for, and that 
student societies would in no way lose 
their identity. Full investigations into the 
costs and efficiency of the computer 
system proposed for the membership 
records were requested and the question 
of their security raised. Motions were 
carried adopting the basic concept of 
progress towards a national society and 
instructing the Executive to investigate 
the reform of the role and structure of 
ACASS and its member societies. 


Centralized records 


The Council also approved draft 
resolutions to be submitted at student 
societies’ annual general or extraordinary 
meetings which called for society ap- 
proval of the centralized record proposals 
and “a national student society with 
strong, locally-based organizations, rep- 
resenting all students training for The 
Institute of Chartered Accountants in 
England and Wales’. Finally, the Council 
called for ‘the bye-laws of the Institute 
and the standard form of articles to be 
altered to take into account the adopted 
proposals’. 

In his address, the Secretary, David 
Steeds, B.A., gave a résumé of the 
Executive's achievements during the 
past six months. Education had been 
the main theme, including the reply by 
ACASS to questions on the future of 
the profession asked by Professor 
Solomons (‘Roundabout’, July 19th). The 
successful salary survey (‘Roundabout’, 
August 2nd) had provided strong founda- 
tions for discussions with the Institute, 
said David Steeds, and following the 
ACASS report on the Training Record, 


Keith Anderson had been appointed to 
the Institute's working party looking 
into the document. 

International liaison had continued to 
flourish, negotiations with Dutch ac- 
countancy students had resulted in the 
formation of a European Accountancy 
Students' Study Group and, at home, 
there had been liaison with other student 
bodies. The programme for the next 
half-year included more work on con- 
ditions of employment and a study into 
the Solomons Report when published. 
Application for membership of the 
UEC was creating student interest in its 
conference in Madrid in October. ‘The 
secretary's final words concerned the 
position of the profession in a changing 
world, the need for social awareness and 
consequently an adequate education 
system. 


Higher exam standards 


Mr Emile Woolf, F.c.a., an ACASS 
counsellor on education, addressed the 
meeting on examinations. He expressed a 
desire to have standards raised and 
educational establishments geared to 
more than just examinations. The In- 
stitute's new, remarkably wider syllabus 
was welcome; now he thought that 
consideration should be given to training 
and the methods of education. He 
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stressed the need for oral tuition and 
broad outlines within which students 
could study and recognized the move to 
allow accredited educational institutions 
to set their own examinations. 

Mr Woolf said that too many unsuit- 
able candidates were studying for the 
Institute's examinations and he was 
pleased to see that delegates had before 
them a discussion paper on “The pos- 
sible use of aptitude tests for entrants 
to the profession’. It was wrong, he 
thought, that the percentage passing 
each of the three examinations was in 
descending order; this should be re- 
versed. He thought that ACASS should 
be campaigning for the publication by 
the Institute of examininers' reports and 
model answers, and the organization of 
courses which students could attend. 


Student societies' role 
in education 


The speech by Mr Stanley Middleton, 
F.C.A., a member of the Council of the 
Institute and Chairman of the District 
Societies Committee, provoked consid- 
erable discussion. In it he emphasized 
the need for one accountancy profession 
and that ACASS's aim should be im- 
provement of standards and the encour- 
agement of greater participation of 
members within students’ societies. He 
requested that differences be settled by 
‘calm debate rather than public acrimony’ ; 
he did not believe in revolution, but 
evolution. 

However, the main content of his speech 
concerned the role of students’ societies. 
He stressed that there should be strength 
at local level and showed concern lest a 
unitary body destroyed local pride and 
societies’ autonomy. 

Societies should provide educational 
activities beyond examination require- 
ments and assist in areas with few 
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Mrs Moira Massingale, Chairman, Education Board, David Steeds, B.A., Secretary, ACASS, and 


Linda Mitchell, Assis.ant Secretary, ACASS. 
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Some of the delegates at one of the sessions. 


educational facilities. ‘They should moni- 
tor standards of courses and lectures, 
review entry standards, campaign for 
local education authority grants, provide 
social activities and liaise with members 
from other professions. There should, 
said Mr Middleton, be organized channels 
from student society, via district society, 
to the Institute, with students serving on 
local senior body committees. 

In return, the district societies should, 
he said, assist by offering the students 
the use of their secretariat, by managing 
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subscriptions, by inviting students to 
attend their courses and by sitting on 
their committees. To promote links with 
the Institute, twice-yearly meetings of 
society representatives would be held, 
the first one to be in December. 

A report by Paul Hendrick on ‘Future 
education and training for the pro- 
fession' was adopted as 'the basis for the 
development of future ACASS policy’. 
Syndicates recommended that a detailed 
investigation be made into the future 
role of an accountant as a result of the 
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report, but that a comprehensive educa- 
tion document should not be produced 
until the Solomons Report had been fully 
considered. 

There were further discussions on the 
interim reports of investigations into 
public and private sector education, 
foundation courses, problems of overseas 
students, and a motion was carried con- 
sidering a second-tier qualification to be 
‘unnecessary’. 

The discussion on salaries was short. A 
Bristol Society resolution calling for a 
blacklist of firms paying articled clerks 
well below the recommended minimum 
salary was defeated. To further the 
campaign, however, it was suggested 
that district societies be provided with 
budgets of the average weekly costs of 
students in their area. 

London resolutions carried included 
one requesting student representations 
at all levels of the Institute’s structure, 
especially on disciplinary committees 
concerning articled clerks, and  'dis- 
ciplinary procedures in accordance with 
the basic principles of natural justice”. 

A final motion was carried calling 
upon the Institute to ‘reorganize ACASS 
as the national body representing char- 
tered accountant students throughout 
the country and resolving that ACASS 
should be involved in all matters con- 
cerning students at the national level”, 





EUROPEAN ACCOUNTANCY 
STUDENTS' STUDY GROUP 


Senior members of ACASS flew to 
Amsterdam over the week-end Sep- 
tember Sth-roth for discussions with 
their Dutch counterparts from Vereni- 
ging van Accountancy Studenten. English 
accountants have much in common with 
the Dutch and the student level is no 
exception. Apart from the excellent 
hospitality extended by the Dutch, the 
week-end was very constructive and cul- 
minated in the setting up of a European 
Accountancy Students’ Study Group. The 
discussions also covered the structure 
and objects of both Associations and an 
examination of their differences. 

ACASS and VAS see the Study 
Group as a first formal step towards the 
increased co-operation and the eventual 
harmonization of the European account- 
ancy students’ organizations. They have 
thereby underlined their common belief 
that the future of the profession must be 
considered in a European context. 

The aims of the Study Group are: 


(1) To promote relations and under- 
standing between European students, 
in particular by the promotion of 
student exchanges between coun- 
tries and the preparation and circula- 
tion of information of mutual interest. 


(2) To represent more effectively ac- 
countancy students in Europe, and 
in particular to seek membership 
of the UEC. 

(3) To promote the joint study of ac- 
countancy education, its problems 
and eventual harmonization. 

(4) To investigate the future of the 
accountancy profession, with special 
reference to problems affecting 
students. 

The Group will meet twice a year at 
the respective national conferences. Each 
Association will appoint a representative 
to co-ordinate his Association's contri- 
bution to the Group. The first topic for 
consideration in March 1974 is ‘A 
Common Basis of Education for Public 
Accountancy’. 


ADVANTAGES OF 
SECONDMENT 


SECONDMENT to another member in 
practice was introduced by the ICA in 
England and Wales in 1964, primarily 
to facilitate arrangements to allow a clerk 
to gain experience not readily available 
in the practice of his principal. 

The Institute’s bye-law relating to this 
is relatively unknown and very few have 
taken advantage of this facility. Pradip 
Pattni, Honorary Secretary of London 
CASS and a member of the ACASS 


Executive, who has been on secondment 
since June, gives some helpful assistance 
for those who wish for more experience. 

The Institute, he says, will not norm- 
ally give permission for secondment in 
the first 12 months of an articled clerk’s 
contract. This is obviously advantageous 
for both clerk and firm as initial training 
is not upset. The Council does not pre- 
scribe any other conditions, except for 
the fact that the service has to be in the 
UK, and much is left to negotiation 
between the three parties — the principal, 
the accepting member and the clerk. The 
following points, states Pradip Pattni, 
are relevant: 


(1) Prior consent of the principal 
should be obtained before any step 
is taken to obtain secondment. 
Principals should not object to a 
secondment —if this contributes 
towards providing the right train- 
ing for an articled clerk. 

(ii Having obtained consent, a list 
setting out the names of firms 
which have agreed to accept clerks 
on secondment should be obtained 
from the local students' society. 

(11) As far as the actual period of 
secondment is concerned, it would 
need to be outside a clerk's study 
leave for examination dates. It 
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should be remembered that firms 
would not want to accept clerks 
during the relatively slack summer 
period. Some of the major firms 
do make a provision for holidays 
within the six months. 

(iv) All clerks should submit a report 
to their local society and the 
Institute at the end of the second- 
ment. 

In conclusion, Pradip Pattni says both 
ACASS and CASSL urge members to 
take advantage of the system, and at the 
same time, appeal to large firms to support 
It, 


INSTITUTE'S NEW STUDENT 
COUNSELLOR 


Miss Sally Dunn will succeed Mrs 
Gwen Baker as student counsellor of 
'The Institute of Chartered Accountants 
in England and Wales on November 
1st. Mrs Baker is retiring for health 
reasons on October 31st after 24 years' 
service with the Institute. 

Miss Dunn, who is joining the staff 
on October rst, is a graduate in history 
of the University of Reading. She was 
formerly General Secretary of the British 
Schools North America Club, London, 
and, more recently, Assistant Director, 
Joint Educational and Refugee Service, 
London. 


BIRMINGHAM'S 
'BOOZE CRUISE' 


As 150 people left the ‘Severn Traveller’ 
at the end of the second ‘booze cruise’ 
run by Birmingham CASS this summer, 
there was time to reflect on another 


successful evening. The drama unfolded 


in Birmingham where 30 people waited 
in the rain for the coach to arrive. 
There then followed a suicidal drive to 
Worcester in order to catch the boat 
which, to the delight of all concerned, 
was still waiting. 

Thirsty late arrivals could be seen 
besieging the bar while others attacked 
tne excellent buffet prepared by Mrs 
Colette Cox and friends. By 10 p.m. 
stocks of food were almost exhausted 
and the bar staff were changing barrels 
yet again, as the Artesian Hall Stompers 
played on deck. 

As the clock struck midnight, the 
ensign had been lost and found and the 
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tired but happy revellers were negotiating 
the gang plank to dry land. Another 
similar event will definitely be held next 
year. 


TAX AT LEICESTER 


A successful course on taxation, account- 
ing and auditing was run by lecturers 
from the London School of Accountancy 
for the Leicestershire and Northampton- 
shire CASS on September 7th and 8th. 

The course director was Mr Emile 
Woolf, F.c.a., who addressed Final 
Part II students on computer auditing 
and statements of standard accounting 
practice. Mr Doug Sims, F.T.1.1., dealt 
with taxes new and old in his usual 
inimitable style and each student was 
provided with a comprehensive course 
manual covering all the subject-matter of 
the course. 

The last afternoon was devoted to a 
penetrating case study on the interpre- 
tation of accounts in which Mr Woolf 
was ably assisted by Miss G. Edmonds, 
A.C.A. 

Students found that attendance at the 
course had been worth while and arrange- 
ments are already in hand for a repeat 
next January. 


LETTERS TO ROUNDABOUT 


ACASS Recognition 


Sır, — With reference to the ACASS 
conference last week, it was amazing to 
note that the Institute does not recognize 
ACASS as the students’ representative 
body. I, as a delegate, was at a loss to 
understand why we all gathered for such a 
unique conference (attended by representa- 
tives of all societies in England and Wales). 
To make paper decisions? To pass resolu- 
tions without having an official voice? 

In my opinion, to get ACASS recog- 
nized by the Institute as a representative 
body should be our basic and prime 
objective. I would, therefore, urge the 
ACASS executive committee to launch a 
major campaign to achieve this end. It 
must also work out a plan for forthcoming 
talks with the Institute in December and 
instruct local societies and members in 
general to win support of the maximum 
number of members of the Institute to 
make the talks successful and achieve 
recognition as soon as possible. 

Yours faithfully, 


London NW26. A. RAZZAQ. 
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Law Students' Salaries 


SIR, — Your correspondent Mr Edgington 
(‘Roundabout’, August 3oth) correctly 
draws attention to one area in respect of 
which the feedback from undergraduates 
who later entered into articles was not 
wholly accurate. They frequently com- 
plained of failure to observe the Law 
Society’s recommended salary scale. 


Upon further investigation, however, 
it appears that these references in fact 
related to the recommended scales of 
their local Law Societies, it having been 
the practice to make such recommenda- 
tions in their areas for a number of years 
past; their original version was therefore 
technically erroneous but, from a practical 
point of view, undoubtedly more reveal- 
ing in that a local scale may reasonably be 
expected to be more attuned to what is 
feasible and economic in the area than a 
national recommendation from a neces- 
sarily more remote body less aware of the 
differing degrees of regional prosperity. 
I have no information as to how wide- 
spread is the practice of recommending 
local scales, and it may well be that a 
number of areas are backward in this 
respect. 

Mr Edgington’s further point, if I 
understand him correctly, is that it is nice 
to know what is happening within the 
Council regardless of whether one has 
power to influence what is happening. My 
own experience of large organizations has 
led me to conclude that knowledge of the 
current principal activities and pending 
changes within that organization is far 
from equally diffused among the members 
of what is nominally the governing body; 
even were this not so, I would still 
myself regard the benefits of representa- 
tion of a particular group as being almost 
wholly confined to the improvement of 
morale unless there was a real likelihood 
of the representatives of that group being 
able to exercise a sizeable effect upon the 
decision-making process within the organi- 
zation. 


Student representation on the Education 
and 'Training Committee of the Law 
Society is doubtless a very sensitive area. 
One would hazard the opinion that much 
might be revealed, and with real benefit, 
from such representation; perhaps cynic- 
ally, one would also hazard the view that 
it is unlikely to be granted in the near 


future. 
Yours faithfully, 


*LAW LECTURER'. 
Name and address supplied. 
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PROFESSIONAL NOTICES 


Battery, PAGE & Co, Chartered Account- 
ants, of Liverpool, announce with regret 
that their senior partner, Mr JAMES 
PAGE, F.C.A., died suddenly on August 
29th. Mr Pace founded the firm with 
the late Mr BAILEY in 1923 and was still 
active in it. The practice will be con- 
tinued, in the same firm name, by the 
remaining partners. 


EDWARDS, Ruppock & Co announce 
that they have recently acquired the 
Worcester practice of LITTLE & Co, 
and both offices have removed to Rich- 
mond House, 48 Bromyard Road, Wor- 
cester WR2 sBT. The partners remain as 
Mr J. G. RUDDOCK, F.c.a., and Mr D. T. 
‘TURNER, F.C.A. 

LAWRENCE DRIZEN & Co, Chartered 
Accountants, of 18 Queen Anne Street, 
London, announce that with effect from 
September 1st, 1973, Mr Davin I. 
LAWRENCE has become a partner in the 
practice; he has been associated with 
them for several years. The style of the 
practice will remain unchanged. 


APPOINTMENTS 


Mr Victor F. Browne, A.C.M.A., A.C.I.S., 
has been appointed financial controller of 
Charcon Concrete a member of the 
Charcon group. Mr Browne was pre- 
viously finance manager of Seslab Elec- 
tronics. 

METE ab. Custis; KC A, ¿ELC:M.A,, 
J.DIP.M.A., has been appointed group 
controller of Guest Keen & Nettlefolds. 





JOHN FOORD & 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Mr C. Hemsley, a.c.c.a., has been SET REFUND 


appointed divisional accountant of Chubb 
Fire Security - Fire Extinguisher 
Division. 

Mr D. A. King, F.c.a., has been 
appointed secretary of The Neville Group 
and its banking subsidiary, G. R. Dawes 
& Co. 


Mr J. A. H. Osbourne, F.c.A., group 
financial controller of Chamberlain Phipps 
has been elected a director, and appointed 
managing director of the general indust- 
ries division. 

Mr A. E. Queening, F.C.A., who was 
until recently financial director and 
secretary of Vokes Group, has been 
appointed financial director of RFD 
Group, with effect from October rst. 
He will become secretary of RFD Group 
and of RFD — GQ on November sth. 

Mr J. O. Sadler, A.c.C.A., has been 
appointed financial accountant to Britvic/ 
Minster. 

Mr N. G. Browne, F.c.A., has become 
financial director and joims the board of 
Harp Lager. 








& 


Mr G. Moore 


Mr N. G. Browne 





Mr Gerald Moore, A.C.A., has been 
appointed general manager of Inter- 
national Yacht Paints; he was formerly 
chief accountant of International Red 
Hand Marine Coatings. Both companies 
are part of the International Paint 
group. 

Mr D. C. Sears, F.c.a., formerly cost 
accountant of British Rail Engineering, 
has been appointed chief accountant. 


Mr T. P. Thomas, M.A., F.C.A., has 
been appointed to the board of Guinness 
Overseas as financial director, with 
effect from October 1st. He has been a 
director of Guinness Hop Farms since 
1965, and was appointed to the board of 
Guinness Belfast in 1971. 





Claims for refund of Selective Employ- 
ment Tax must be submitted by Sep- 
tember 30th. Failure to meet this dead- 
line will result in loss of refund, states 
the Department of Employment. 
Employers registered for refund with 
the Department of Employment, the 
Ministry of Agriculture, Fisheries and 


Food or the Department of Agriculture 


and Fisheries for Scotland should send 
their claims to the appropriate Depart- 
ment. 

Charities should send their claims to 
the Department of Employment, and 
employers claiming refund for special 
categories of employed persons should 
apply to the Department of Health and 
Social Security. 

Further details are given in the leaflet 
Final Refunds of Selective Employment Tax 
(SEPL 17), which is still available at any 
office of the Department of Employment. 

Payment of Regional Employment 
Premium to manufacturing firms in 
Development Areas is not affected by this 
time limit. Employers registered under 
section 1 of the Selective Employment 
Payments Act 1966 need take no addi- 
tional action to obtain REP. 


ICA COURSE ON MERGERS 


A two-day course covering the latest 
developments in relation to mergers, 
monopolies and fair trading in the EEC 
will be held at Chartered Accountants' 
Hall, London, on October 24th and 25th. 

Speakers at the course, organized 
by The Institute of Chartered Ac- 
countants in England and Wales, in- 
clude Mr Cyril Coffin, 
Secretary from the Department of 'Trade 
and Industry, dealing with competition 
matters, and Signor E. Volpi, the Chief 
of the Harmonization of Company Law 
Division at the Commission in Brussels. 

The course will provide businessmen, 
financial managers and accountants with 
an understanding of the major problems 
and likely developments in the field of 
EEC mergers, amalgamations and take- 
overs. It will review the effects on EEC 
mergers of EEC taxation legislation, 
stock exchange attitudes and accounting 
principles, and will outline the rules 
governing EEC  monopolies and fair 
trading. 


The fee for the course is £38:50, in- | 
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cluding VAT and refreshments. In- 
quiries to the Courses Department of 
The Institute of Chartered Accountants 
in England and Wales, Chartered Ac- 
countants’ Hall, Moorgate Place, London 
EC2R 6EQ (01-628 7060). 


PENSIONS 


In view of the necessity for employers 
to consider whether they will introduce 
or expand their existing pension arrange- 
ments for employees as required in the 
implementation of the pension pro- 
visions of the 1970 Finance Act, the 
London and District Society of Char- 
tered Accountants has arranged a day 
course to review in depth the points 
which have to be considered. 

The course will be held in the Theatre 
of the Central Electricity Generating 
Board, Sudbury House, 15 Newgate 
Street, London ECr, on Wednesday, 
October 3rd, from 9.30 a.m. to 4.30 
p.m., under the chairmanship of Mr 
Alan Bevis, M.A., LL.B., A.C.A. The 
speakers will include Mr D. M. Claisse, 
pensions development manager, Clerical, 
Medical & General Life Assurance 
Society; Mr K. G. Weir, F.F.A., managing 
director, Leslie & Godwin (Life & Pen- 
sions); a partner in R. Watson & Sons 
(consulting actuaries), and it is hoped that 
a representative of the Superannuation 
Funds Office of the Inland Revenue will 
be present. 

The fee is £16+£1:60 VAT, to in- 
clude morning coffee, luncheon, after- 
noon tea and gratuities, and applications 
should be made to the Society's offices at 
56 Goswell Road, London EC1M 7AY. 


CAMBRIDGE AND DISTRICT 
SOCIETY OF CERTIFIED 
ACCOUNTANTS 


To mark the 21st anniversary of the 
founding of the Cambridge and District 
Society of Certified Accountants, a 
dinner was held at the Bridge Hotel, 
Cambridge, on September sth, attended 
by the President of the Association, Mr 
T. O. W. Newman, F.C.C.A., together 
with Mrs Newman and Mr F. C. 
Osbourn, M.B.E., B.A., LL.B., Secretary of 
the Association. 

Before dinner, a river trip on the 
Viscountess Burg was arranged. 


Design and Print 
services 
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ACCOUNTANT 
GUIDE TO ESTATE DUTY 
AND TAX 


Insurance brokers and other profes- 
sional advisers concerned with the sale 
of life insurance are likely to find con- 
siderable assistance from ‘Sell-Tech’, 
a manual recently published by Industrial 
Executive Training Centre Ltd, 324 
Regent Street, London WIR 5AR, 
which summarizes the legislative back- 
ground in regard to estate duty and 
personal and corporate taxation. The 
intention is to update the manual (issued 
in loose-leaf form) twice annually, as 
soon as the provisions of each year's 
Finance Bill and Finance Act become 
available. 

Mr A. Christian, A.C.I.I., M.B.I.M., 1S 
one of the directors of IETC. Price of 
the complete manual, now including the 
effects of the Finance Act 1973, is £8°75, 
and of the updating service £3'75 per 


annum. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The first of the new session of monthly 
meetings for Bible reading and prayer 
will be held on Monday, October rst. 
The general subject will be Jesus’ 
statement ‘By their fruits ye shall know 
them’, and the October meetings will 
review ‘Love’ in this connection. 

The City meeting will be at 1 p.m. on 
the vestry of St Peters-upon-Cornhill, 
London EC3 (entrance in Cornhill, near 
Gracechurch Street) and will be led by 
Mr Douglas Kahn. Buffet lunch will be 
available (charge 30p) during the meeting. 

The parallel meeting in the West End 
will be at the same time in the board 
room of the Bible Reading Fellowship, 
2 Elizabeth Street, London SW1 (op- 
posite Victoria Coach Station) and will be 
led by Rev. Ian Thomson. Bring sand- 
wiches — coffee is provided. 


SHEFFIELD COMPUTER COURSE 


Last year's successful basic commercial 
computer course organized by ‘The 
Sheffield and District Society of Char- 
tered Accountants is to be repeated at 
weekly intervals over ten weeks from 
October to December. 

No previous computer knowledge or 
experience will be assumed and the 
areas to be covered will include computer 
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hardware, job specifications, system 
analysis, sales and purchased ledgers 
and analysis, stock recording and control, 
and data preparation and collection. 

The course will consist of ten two- 
hour lectures from 6.30 p.m. to 8.30 p.m. 
on Wednesday evenings, and will be held 
at the Polytechnic, Pond Street, Sheffield. 
Fees will be £5:50 for Society members 
and their staff and ¿£6:6o for non- 
members; applications should be ad- 
dressed to Mr G. L. Stuart-Harris, 22 
Norfolk Row, Sheffield S1 2PA. 


MODERN AUDITING 
DISCUSSION GROUP 


The first meeting for 1973-74 of the 
Modern Auditing Discussion Group of 
the London and District Society of 
Chartered Accountants will take the 
form of a supper party at 'Ye Olde 
Cheshire Cheese', Fleet Street, on Wed- 
nesday, October 3rd. All members are 
welcome to bring guests. 

Details about membership of the 
Group may be obtained from the Sec- 
retary, Miss M. Mannington, F.C.A., 
Sydenham, Snowden, Nicholson & Co, 
27 Martin Lane, Cannon Street, London 
EC4R oDU. Tel. 01-623 3401. 


GOLF 


The Sheffield and District Chartered 
Accountants' Golfing Society will hold 
the competition for the Hayward Parkin 
Trophy at Sitwell Park on October 18th; 
there will be a meal after the competition. 
Those wishing to take part should 
advise Mr Bryan W. Law, the Hon. 
Secretary, at Webster Law & Co, 303 
Western Bank, Sheffield Sro 2TL. 


CITY CAREERS CONVENTION 


Several City institutions will be par- 
ticipating in a careers convention ar- 
ranged by the Independent Schools 
Careers Organization (formerly the Public 
Schools Appointments Bureau) for Jan- 
uary 2nd, 3rd and 4th, 1974. Lectures 
will be given in the Stock Exchange 
cinema, and visits have been arranged to 
Lloyd's, the Baltic Exchange, the Bank 
of England and the Port of London 
Authority. 

Further details may be obtained from 
the Stock Exchange Information Depart- 
ment, London EC2N 1HP (01-588 2355). 


A name to remember when making YOUR Next Print inquiry 


Commercial Stationery 
Multi-part sets (N.C.R. and Carbon Interleaved) 


Listing Papers for Computers 


Continuous Stationery 


Business Cards and Letterheadings 


Thermography, Die-Stamping and Copper Plating, etc. 


Sales Promotion and Prestige Literature I.B.M. Setting 


HAWTHORN PRINT SERVICES (SUSSEX) 


Lennox House, 1 Lennox Street, Bognor Regis. Phone Bognor Regis 21950/3925 London Calls 01-606 0352 
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Robson Rhodes & Co 


Robson Rhodes & Co, Chartered Accountants, announce 
that, from 17th September, they are practising 
internationally as 


Lasser, Robson Rhodes & Dunwoody 


The firm has entered into a close association with - 

J. K. Lasser & Company in the United States of America 
and Dunwoody & Company in Canada, together with 
other substantial firms established in most countries of 

the world. 


The name of the United Kingdom practice will remain 
unchanged. 
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Prompt withdrawals. No “fixed term’ restrictions. Trustee status. 
The safe and simple way for income tax payers to secure increased income with liquidity of capital. 


For full information and latest Report and 
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Rt. Hon. Lord MEME 4 Cavendish Place, W1 M OAQ. Telephone: 01-637 3041 
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Interesting Hab 





B The Abbey 
Habit 


This habit is much more 
interesting. By saving money 
saves paper and with Abbey National whenever 
ended increases Bee you have some, your savings 
the profitability of d =D grow at a high rate of interest," 
laundries. a ^ : securely. 

Your money is easily avail- 
able-there are over 280 Abbey 
National branches. And you pay 
no charges. 

By adopting this habit, you 
can watch your savings grow 
securely, elicere and with 
wonderful speed. 

You'll be able to afford a 
pocket dictating machine for 


your notes. And some new shirts. 
* Basic rate income tax on the interest is paid by 
the Society. 


Habit 


A Making notes 
on cult Habit 


This interesting habit 
aids the memory, 


ay es 


Get the Al 





and watch your money grow with Abbey National 


Abbey National Building Society, Dept.919, Abbey House, Baker St., London NW1 6XL. For the address of your nearest branch or local agent, see Yellow Pages. 
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QUOTATIONS WILL BE MADE 
ON REQUEST WITHOUT OBLIGATION 
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Official Certificates Industrial Stock-checking, 
issued for audit purposes Reconciliation of client's records 
Detailed Stock Summaries if required and updating— 

prepared for client s Inventory files compiled for 

information initial computer preparation. 


Observation reports and advice are included where appropriate 
as part of our service to clients 
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Taxing Transfers of Wealth 


N March last year the Chancellor of the Exchequer 
announced the Government's belief that the time had 

come for a thorough review of the possible alternatives to 
death duties in their existing form. One may legitimately 
speak of these in the plural because under the cloak of 
aggregation and administrative unity there is a variety 
of effective rates for special circumstances and categories of 
property. In 1894 the anticipated displacement of the 
six duties then in force was an argument for change. 
: However, it was not until 1949 that the axe finally fell on 
legacy duty charged in its final years at 20 per cent on 
bequests to strangers and at reduced rates for relatives of 
various degrees — and on the complementary succession duty. 

Nevertheless, it is as a gifts tax under the guise of death 
duties that the present variant has spread its net most 
widely. Hence it will not suffice to turn the clock back and 
rearrange the executors' burden so that it attaches directly 
to the beneficiaries. Aggregation from the standpoint of 
the recipient is the next logical step and the Green Paper 
(Cmnd 4930) illustrates a possible graduation by reference 
to a ten-year period with separate scales for distinct 
degrees of relationship. 

This approach has a somewhat archaic flavour now that 
the emphasis is on freedom from family ties, and it invites 
the question as to why the privilege of a lower tax burden 
should be inherited. 

A major contribution to the review asked for by the 
Chancellor has resulted from the initiative of the Institute 
for Fiscal Studies under whose auspices the case for an 
accessions tax has been examined by three eminent authors, 
respectively qualified by experience in the Inland Revenue, 
the accountancy profession and the academic world. They 
are Professor J. R. M. Willis, of the University of Bath, 
who until 1971 was Deputy Chairman of the Board of 
Inland Revenue; Mr D. J. Ironside, F.c.a., at present 
Vice-Chairman of the Taxation Sub-committee of The 
Institute of Chartered Accountants in England and Wales; 
and Professor C. T. Sandford, of the University of Bath, 
author of numerous probing works on fiscal policy. 

The fruit of their research appears this week as a 





scholarly but very readable study! that ran 
whole field of existing methods of taxing inheritances and 
gifts, and puts forward the case for life-long aggregation 
as the equitable measure of future dutiable capacity, 
taking advantage of computer facilities and national 
insurance identification to make possible cumulative 
assessments spanning a century. 

A sample survey was commissioned to establish the 
distribution pattern of gifts and legacies in the past decade. 
Exclusion of those receiving items between {100 and £250 
in value would halve the prospective occasions of charge 
and only 1 per cent of those in the sample recorded be- 
quests and gifts exceeding £1,000. If such choice of levels 
seems low, it is because the authors anticipate avoidance, 
perhaps by reciprocal arrangements or multiple gifts from 
a single donor. Many classes of relief would be required to 





1 An Accessions Tax, the Institute of Fiscal Studies, £2.50, from 
Research Publication Services Ltd, Victoria Hall, East Greenwich, 
London, SEro oRF. 
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avoid hardship for dependants and, still more, the elderly 
in reduced circumstances. 

The integration of trusts within an accessions tax 
presents such difficulties that the authors would prefer to 
see trusts abolished, pointing to their restricted function 
in the area of the European Economic Community. We, 
on the contrary, consider that trusts have played 2 unique 
part in the development of the Anglo-Saxon heritage and 
that it is an inversion of values to root them out as the price 
of a new tax. Indeed, the authors’ main thesis — that the 
existence of an accessions tax will induce the wealthy to 
distribute largesse in wide swathes — seems at variance with 
the single-minded pursuit of a particular objective often 
observed among those enjoying substantial wealth, or with 
the narrow concern for kith and kin noticeable in the ranks 
of the slightly affluent. 

The hitherto accepted view has perhaps been that the 
State is more likely to achieve an equitable re-distribution of 
the slice of wealth taken by gift and death duties, and that 
these are best regarded purely as a source of revenue the 
extraction of which is relatively cheap and painless. Our 
sympathy with the new proposals would be more readily 
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elicited if the authors turned from an easy assumption of 
the workability of a tax system of “open market” valuations 
and devoted more attention to the known complexities and 
iniquities inherent in taxing unrealized values as evidenced 
by the recent spate of case law and legislation. 
Beneficiaries of the existing system may need to bestir 
themselves to defend threatened privileges, in particular 
those for family businesses. The authors have drawn on the 
Bolton Committee Report (Cmnd 4811) for evidence that 
pioneering entrepreneurs are more concerned over the 
viability of the business they have built up rather than its 
retention in their family, and the expression of anxiety as to 
the effect of death duties is seen merely as a facet of creep- 
ing old age and prospective loss of mastery. If such con- 
clusions lack validity, it is time that a serious study of the 
record of family businesses in recent times was initiated 


. to provide the facts essential to back up any claims made on 


their behalf. There are intangibles in family honour and 
tradition which may serve to promote the well-being of a 
business and its employees in the long-term to an extent 
not readily measured in the short-term, and it would be 
sad if these were lost through inadvertence. 





CBI Committee 


Endorses EDS 


i HOLE-HEARTED support for 

the principle of accounting 
for inflation’ was declared by the 
Council of the Confederation of 
British Industry last week, announc- 
ing publication of the final report of a 
committee of inquiry under the chair- 
manship of Sir David Barran. This 
committee has further expressed a 
clear preference for the use of current 
purchasing power as an index for the 
adjustment of accounts, though the 
CBI Council recognizes that ‘there 
is still room for debate on the means 
to be employed’. 


In framing its recommendations, 
the committee reviewed the reserva- 
tions which it expressed in an interim 
report earlier this year (The Accountant, 
February 1st) — in particular the need 
to allow a realistic time for the edu- 
cation of all potentially affected parties. 
With this in mind, it doubts whether 
the ASSC's target date of January 
ISt, 1974, for introduction of any 
standard of accounting practice would 
be attainable in practical terms, and has 
cast its own vote for January rst, 1975. 

This, it is realized, would mean 


that  inflation-adjusted statements 
would not appear generally before 
1976, although some companies may 
well anticipate the target date. This 
has already occurred, in fact, both in 
relation to previous exposure drafts 
and to ED8 in particular by such 
companies as Bernard Wardle and 
British Printing Corporation (The 
Accountant, April 5th and 26th). 


The committee is also less than 
unanimous in its attitude to the risk of 
British companies being placed at a 
disadvantage by adopting inflation 
accounting in advance of the rest of 
Europe. There is broad agreement, it 
would seem, that interim advantages 
to other countries vis-d-vis the UK 
should not be used as a reason for 
delaying the introduction of inflation 
accounting, and it has been strongly 
argued that ‘it may be essential for the 
UK to have the courage of its con- 
victions by actually adopting inflation 
accounting before it can persuade other 
EEC countries to follow suit’, A 
minority view, on the other hand, is 
that the proposed standard of practice 
should not be introduced in the UK 


in advance of a firm commitment to 
the principle of inflation-adjusted ac- . 
counts by the European Communities 
Commission. 

Publication of true (inflation-ad- 
justed) profit figures, it is urged, 
would make clear how large a pro- 
portion of real profit is taken by taxa- 
tion, and the committee considers it 
‘imperative’ that tax assessments 
should at an early date be related to 
real figures. ‘If inflation accounting 
makes sense, as we believe it does, for 
companies in the interests of the proper 
management of their resources, the 
same must be true for the nation and 
for national resources.’ 

Announcement of the  Govern- 
ment's intention to set up its own 
committee of inquiry into inflation 
accounting (The Accountant, August 
2nd) came only a few days before the 
Darran committee concluded its pro- 
gramme of work. In these circum- 
stances, the CBI Council authorized 
publication of the report as an in- 
dication of CBI thinking on the subject 
and as a contribution to the new 
inquiry. In common with the views 
already expressed within the account- 
ancy profession, the CBI Council 
has voiced its particular concern that 
this inquiry “should not be used as an 
excuse to delay action on a subject of 
vital importance'. 
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Irish Institute 
Bye-law Changes 


HANGES in the bye-laws of The 

Institute of Chartered Account- 
ants in Ireland, approved by members 
at the Institute's annual meeting last 
May, are likely to be implemented 
shortly. A recent announcement from 
the Institute hoped for formal ap- 
proval of the changes by the UK 
Privy Council and by the Government 
of the Irish Republic during the 
present month. 

The Irish Institute has still been 
unable to make further progress 
towards the revision of its Charter. 
Private members' Bills to this end were 
introduced into the Dublin and Belfast 
Parliaments, but as previously an- 
nounced (The Accountant, May 10th) 
the latter measure failed to complete 
its stages before the prorogation of 
Stormont. The Institute has, therefore, 
decided to proceed with those bye-law 
changes which can be effected without 
Charter amendment. 

Chief among these changes will be 
power to increase membership of the 
Institute's Council from 20 to 24 
members, with power to co-opt a 
further two, thus easing the present 
workload on several of its committees. 
Other amendments include the sub- 
stitution of training contracts for 
articled service, implementation of the 
agreement for reciprocal membership 
with the English and Scottish In- 
stitutes of Chartered Accountants, and 
introduction of a system of postal 
voting in Council elections. 


French Recommendation 
on Group Audits 


ROREM of group ac- 
counts by holding companies in 
France has been legislatively recog- 
nized, on an optional basis, since 1967, 
and there were indications last year 
that the French government intended 
to make such accounts mandatory, at 
least for quoted companies (The 
Accountant, February 17th, 1972). 
Under a variety of influences, in 
particular the requirements of the 
Commission des Opérations de Bourse, 
the number of French companies 
producing group accounts in recent 
years has increased. 

Recognizing this trend, the Ordre 
des Experts Comptables published 
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recently a recommendation (No. 5 in 
its series of Révisions Comptables) 
on the audit of consolidated accounts. 
Such audits, it is pointed out, should 
follow existing recommended general 
principles of auditing. Particular 
features to which the auditor is 
recommended to direct his attention 
include the principles and methods 
employed in the consolidation; pro- 
vision of an adequate explanatory 
note detailing the method of arriving 
at the consolidated figures; accounting 
systems and procedures of the parent 
and subsidiary companies; and the 
accuracy and compliance with legal 
requirements of the subsidiaries’ ac- 
counts. 

It is of interest to note that the 
recommendation specifically envisages 
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professional relationships between the 
auditors of the parent and subsidiary 
companies, and that the review of 
subsidiaries’ accounts should pay par- 
ticular attention to their auditors’ 
working papers. 

Writing last year in Professional 
Administration, journal of the Insti- 
tute of Chartered Secretaries and 
Administrators, Dr Thomas Kennedy 
claimed that Bourse share prices might 
bear little relation to the true financial 
position of a French quoted company, 
due to (inter alia) ‘a myriad of sub- 
sidiaries and cross-holdings which are 
not consolidated’. (The Accountant, 
April 13th, 1972). The present recom- 
mendation would appear to offer some 
hope for an improvement in this 
situation. 





Better Communications Theme 
at Cambridge 


EMBERS of 'The Institute of 

Chartered Accountants in 
England and Wales are meeting this 
week for their annual summer con- 
ference at Churchill College, Cam- 
bridge, devoted this year to the theme 
‘Towards Better Communications’. 
The conference chairman is Mr Hugh 
Nicholson, F.C.A. 

Delivering the opening address, the 
Rt Hon. the Earl of Limerick, M.A., 
c.A., Parliamentary Under-Secretary 
for Trade, said that the accountant 
had a key role in ensuring that share- 
holders, creditors and the public 
were kept adequately informed; he 
should function as an opinion leader 
within the community. He spoke of 
the Government's forthcoming in- 


Mr H. T. Nicholson ? 





Mr J. Sharp 


quiry into inflation accounting; har- 
monization of accounting principles 
and mutual recognition of professional 
qualifications within the EEC; and 
strengthening of disclosure require- 
ments in the impending Companies 
Bill. He was followed by Mr K. J. 
Sharp, T.D., M.A., F.C.A., now Deputy 
President of the Institute, who drew 
on his year’s experience as Vice- 
President in outlining “The Institute's 
role in communications’.  'Com- 
munications', Mr Sharp pointed out, 
derived from the same root as 'com- 
munity'; if communications break 
down, the community or organization 
will also tend to disintegrate. 

Other speakers in this week's pro- 
gramme are Mr J. Garnett, C.B.E., 





Mr F. E. Bleasdale 
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Director of the Industrial Society, on 
“Organization of effective communica- 
tion'; Mr D. W. Foster, chairman, 
Planning for Growth Ltd, on *Man- 
agement information systems'; Mr 
Ian Hay Davison, B.SC.(ECON.), F.C.A., 
on "The annual report’; and Mr F. E. 
Bleasdale, F.C.c.A., assistant treasurer, 
Esso Europe, on ‘Within multi- 
national companies’. A feature of this 
year's conference is the inclusion of 
panel sessions — to be formed by 
members of Council attending the 
conference — to provide a forum for 
matters of current concern and dis- 
cussion of Institute affairs in general. 

A full report of the conference 
proceedings will appear in The 
Accountant next week. 


European Quotation 
for ICI 


\WV Į but one exception — Milan 
- ICI’s applications for listing 
on continental European Stock Ex- 
changes have been granted; a total of 
13 European exchanges now quote 
ICI shares. To mark the occasion, the 
company gave a dinner recently to the 
various bankers and financial ad- 
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visers who had brought the applica- 
tions to a successful conclusion and 
at which Mr E. J. Callard, chairman 
of the company, made a speech on the 
role of the multinational company. 
Commenting upon the growth of 
such concerns, Mr Callard observed 


that the literature and research 
studies on these organizations actually 
exceeded the remarkable increase 


in the phenomenon itself. In re- 
jecting vague generalizations about 
such companies and charges such as 
that they evaded taxes, manipulated 
governments and exploited labour, he 
emphasized that such organizations 
were based upon free trade and 
movement of goods across national 
frontiers. 

Although ICI was itself described 
not merely as a multinational com- 
pany, but also as an example of private 
enterprise, the speaker remarked that 
“private” was hardly an apposite des- 
cription of anorganization with 600,000 
shareholders, 9o per cent of whom 
held £1,000 or less of its stock. The 
interests of government, of labour and 
of shareholders coincided in so far as 
efficiency leading to high profits 
meant more tax revenue, higher wages 
and salaries, and larger dividends; in 





Partners from Four Nations 





Four nations represented at a recent meeting in London of the international partners of Clark, 


Battams, Gardner, Woolf & Co. Front row, left to right: Messrs H. Bowie Wilson (Australia) ; 
J. C. Durnin (UK); H. Sommer (USA) and J. Patterson (Canada). Second row, left to right: 
Messrs G. J. Forrest (UK); F. Pipin (USA); B. Pescod (Australia) and R. Bremner (Canada). 

The occasion was the second in a series of regular liaison meetings for the exchange of 
information, particularly to facilitate the improvement of international professional standards 


and the transferability of staff. 





September 27th, 1973 


doing the best for its stockholders, 
the company was in the long term 
doing its best for employees. 


Responsible 
to Whom ? 


ECENT years have shown an 

increasing awareness for the need 
of a code of “business ethics” or cor- 
porate conduct, and it is no longer 
socially acceptable for a company to 
conduct its business by reference to 
the profit motive alone. Following 
such publications as British Business- 
men's Behaviour by the Industrial 
Educational and Research Foundation 
(The Accountant, November 11th, 
1971) and the more recent report of 
the CBI's Watkinson Committee (The 
Accountant, January 25th), the Found- 
ation for Business Responsibilities 
this week published The Board — 
Responsible to Whom? by David 
Malbert, as the second of its 1973 
programme of papers. 

Mr Malbert maintains that just 
as the business of a general is to win 
battles and the business of a farmer 
is to produce good crops and live- 
stock, so the business of a businessman 
is to run a profitable company. Loss 
of sight of this objective, he claims, 
is less likely with the small business- 
man who knows all too well that 
inattention and wrong priorities can 
mean the loss of his life’s work and 
deprivation for his family, than with 
‘the grand corporation bedecked with 
Queen’s Awards, basking in the sunny 
approval of the government of the day, 
fawned upon by press and public for 
its keenly razored social awareness 
and richly warm humanity, and re- 
spected by the trade unions for its 
almost embarrassing readiness to con- 
sult’. No amount of participation, 
consultation, representation, com- 
munication or negotiation can save 
the company if what it is producing is 
no longer marketable. 

While shareholder satisfaction, in 
broad terms, may be the only real and 
lasting measure of a company’s effect- 
iveness, individual and institutional 
shareholders tend to form a ‘two-tier’ 
structure. It is nowadays considered 
unethical for the institutions — whose 
contacts and financial power are 
likely to give them a wider aware- 
ness — to pull out when things go 
wrong, and the Institutional Share- 
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Lloyds & Scottish Limited one of the 
largest publicly quoted finance groups 


which cover a wide range of activities, The proven property expertise of 
is able to contribute considerable finance Heron Corporation, at home and abroad, 
expertise as well as a service to this new is your security when you call on the 


company through its extensive connections. financial backing of this new organisation. . 


Theorganisation combines 
competitive rates with a flexible approach | 
to security tailored to each individual Call Heron Lloyds & Scottis 


project. imi 

Heron Lloyds & Scottish welcomes Sp ibe 4477 

approaches for finance from all parties for inthe first Sake cos talk to 

commercial, industrial or residential Gerald M. Ronson | 
developments in the United Kingdom. : ; 


Quick decisions will result in every case. Heron Lloyds & Scottish Finance Ltd., | 


Heron House, 19 Marylebone Road, London NWI SJL. 
Telex: 21910 
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Pr operty Does your 
Development client need 


a commercial 


Finance loan? 


Houses 
Shops 
Offices 








If he does it will be worth your while 





finding out about our commercial loan service. 


E. i 
As independent financial planners it is our 
ac ones business to know what is going on in the money 
market, and knowing how to get the best from it. 





For our clients. For your clients. 





We have the facilities, the experience and the 
O e $ contacts for finding money for commercial or 
industrial schemes and arranging the best possible 
terms. 
Post this coupon today or telephone Derek 
Q $ | Williams, our Commercial Consultant, and he will 
be pleased to go more fully into our service. 


EXPLORE ALL YOUR FINANCIAL OPTIONS 


Contact the Manager, Advances Department, A T EPIS E AI ty WMV IT Ke 


at the address below. Antony Gibbs (Mortgage Services) Ltd 


7 Hanover Square, London WIA 4BG. Tel: 01-409 2121. 


E b | A member of the Antony Gibbs Merchant Banking Group, 
om ard founded in 1808. 
| Name DYC/A/9/27/034 
N th C t | Company a Mee ees td 
Or en ra | Business address 


Bankers 


Head Office: Lombard House, Curzon Street, 
London W1A 1 EU. Telephone: 01-499 4111 
Regional Head Offices at Birmingham 021 -744 8577, Taleh 

Brighton 0273 507161, Bristol 0272 294961, wepnoue 
London 01 - 349 3131, Manchester 061 - 428 0551, Rapistered office: 7 Hanooer SR 


Rotherham 0709 71144 London WIA 4BG. 
Registration No. 


o A member of the National Westminster Bank Group 956236 
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holders! Committee accepts, in Mr 
Malbert's vivid phrase, 'the obligation 
to try to improve the cooking or sack 
the chef before deserting the dining- 
room and leaving the small and un- 
sophisticated shareholder to suffer 
food poisoning'. This decision, he 
says, ‘has probably done more to re- 
establish the value of the shareholder 
than almost all other recent develop- 
ment in company affairs”. 

There is no need for the business- 
man, any more than the actor, pop 
singer, writer or lawyer, to apologise 
for riches fairly won, or for success 
measured in terms of the bank 
account. Within the prime require- 
ment of making money, Mr Malbert 
concludes that “a code of business 
conduct need embody no more than 
the sort of elementary rules of decency 
that most people try to observe in a 
civilized society”. 


Worker Directors 
in Ireland 


EGISLATION to provide for the 
election of worker directors to the 
boards of State companies is to be 
introduced in the Irish Republic 
shortly. By mid-1974, involvement of 
workers in the top policy formation of 
their own companies in the State section 
is expected to be well established. 
Such elections, the Minister for 
Labour said recently, were not to be 
regarded as the be-all and end-all of 
worker participation ; but he would like 
increased attention given to the forums 
which workers' organizations had ad- 
opted to achieve a say in running 
enterprises and to facilitate the ad- 
vancement of industrial democracy. A 
new unit has been set up in the 
Republic's Department of Labour to 
monitor developments in this area. 
'The Minister has given no informa- 
tion, however, as to the basis of selec- 
tion of such new directors; their 
experience, training, or participation 
in other duties; or the extent to which 
they should consider other interests 
besides those of their co-workers. 
State companies in Ireland cover a 
vast field of industry — including, for 
example, air and land travel, elec- 
tricity supply, shipping, steel, sugar, 
insurance, turf, hotels, argicultural 
and financial services — and the effect 
of this new move on the private sector 
could be dramatic. 


ACCOUNTANT 
Competition or 
Paternalism ? 


Sr more than so per cent of 
the economy is subject to the non- 
discipline of nationalization and sociali- 
zation policies, Mr Ronald Bray, M.P., 
has suggested — in an Aims of Industry 
paper A Return to Free Enterprise (4p) 
— that an appreciable proportion of 
these paternalistic policies have been 
mentally accepted, and possibly wel- 
comed, by many in the private sector 
as well as among those who advise 
central government. 

Recourse to State aid, he asserts, is 
all too prevalent in an economy which 
still depends for its efficiency and 
growth upon private enterprise. It is 
equally true that the £3,500 million 
of losses written off in the accounts of 
the nationalized industries at the tax- 
payers’ expense reflects not only a 
measure of inefficiency in the public 
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sector, but also the consequences 
of successive governments’ inability 
to distinguish between the economic 
and social obligations of public 
industry. 

Mr Bray is concerned that the 
Industry Act 1972 should not be used 
to perpetuate companies which fail to 
meet the fundamental objectives they 
were formed to meet. Equally, he 
asserts that there is no case for sup- 
porting product development except 
in instances of heavy capital expendi- 
ture beyond a company’s or industry’s 
financial capacity. 

There is every reason for subjecting 
both public and private sector in- 
dustry to close scrutiny; but the time 
has surely come for a more detailed 
evaluation of what particular policies 
in both public and private sectors, 
e.g., the carrying of surplus labour, 
means for society in economic and 
social terms. 





Wider Responsibilities for 
Public Companies 


OMPANIES should pay closer 

attention to their relationships 
with their shareholders, employees, 
creditors, customers and the general 
public. Directors need to be better 
informed, both generally and in re- 
lation to their own particular business; 
and public companies, at least, should 
recruit non-executive directors with 
the particular duty of watching share- 
holders’ interests and exerting a 
‘monitoring influence’ upon the board 
as a whole. 

These are among the recommenda- 
tions of the CBI committee set up 
under the chairmanship of Lord 
Watkinson ‘to examine the factors 
which might be expected to assist the 
direction and control of public com- 
panies and corporations’ and other 
related matters, including responsi- 
bilities towards the community at 
large. 

In its final report, published this 
week, the Watkinson Committee re- 
commends that the company should 
behave as ‘the good citizen in business’ 
paying attention to informed public 
opinion. It is for boards of directors, 
rather than the Companies Acts, to 
provide a ‘moral imperative’ in recog- 


nition of companies’ wider responsi- 
bilities — though not to the extent, it is 
added, of general benevolence at the 
shareholders’ expense, nor invasions 
into fields of social welfare which are 
the proper concern of central and local 
government. 

Remarking that the amount and 
duration of trade credit have in- 
creased significantly in recent years, 
the committee reserves one of its 
strongest denunciations for major pur- 
chasers whose small suppliers are 
forced into the position of unwilling 
providers of finance. ‘It is notorious’, 
the report says, ‘that some large 
companies and public purchasing 
authorities take advantage of their 
position in this respect, and delay 
for months the payment of sums due 
to smaller companies who are in no 
position to object. This is an abuse of 
economic power, and is normally 
indefensible. In the interests of 
creditors generally, the report also 
welcomes the Government's expressed 
intention to strengthen the present 
inadequate enforcement procedures 
against late filing of audited annual 
accounts. 


Directors are reminded, in the 


chapter of the report devoted to “The 
company and its employees”, that a 
board has responsibilities to its em- 
ployees ‘different from, but no less 
important than, those which it must 
accept to its shareholders'. Employee 
policies, it is recommended, must be 
seen to be the concern of the whole 
board, if employees are to have con- 
fidence that their views on matters 
which affect them are fully taken into 
account. Further, it is noted that while 
in the committee's view the objectives 
of the EEC fifth directive on worker 
participation can be better met by 
evolution of existing practice than by 
legal coercion, there is nothing in 
British company law to prevent the 
formation of 'supervisory boards' or 
the appointment of worker directors. 

'The committee's interim report was 
featured in The Accountant for January 
25th. The full text of the final report, 
The responsibilities of the British public 
company, is now available from the 
CBI at 21 Tothill Street, London 
SW1H 9LP, price Z1. 


Guernsey Society's 
Successful Year 


SUCCESSFUL and varied pro- 
"\gramme of monthly meetings is 
reported from the Channel Islands by 
the Guernsey Society of Chartered 
and Certified Accountants, which re- 
cently celebrated its first anniversary. 
Speakers during the past year have 
included Conseiller E. D. Collas, 
President of the States of Guernsey 
Advisory and Finance Committee ; Mr 
G. R. Church, the island's Director 
of Economic Development; and Mr 
B. J. Gibbens, F.c.a., of Computer 
Analysts and Programmers Ltd. 

Distinguished guests who have al- 
ready confirmed their intention of 
attending the Society's second annual 
dinner on November 16th, include 
the Presidents of the Institute of 
Chartered Accountants of Scotland 
and of the Association of Certified 
Accountants, and the Vice-President 
of The Institute of Chartered Account- 
ants in England and Wales. 

The Society's foundation was re- 
ported in The Accountant for Septem- 
ber 14th, 1972. President of the Society 
is Mr G. D. Kerr, C.A., and its secre- 
tary Mr G. E. Vines, F.c.a., Abacus 
Chambers, St Peter Port, Guernsey. 
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New President of 
Canadian Institute 


R JAMES LESLIE 

McPHERSON,  r.c.4, vice- 
president, finance and administration, 
of Placer Development, Vancouver, 
BC, has been elected President of the 
Canadian Institute of Chartered Ac- 
countants for 1973-74. 

Mr McPherson has taken a leading 
role in the affairs of both the British 
Columbian and Canadian Institutes. 
First from 1966 to 1970 he served 
successively as chairman of the BC 
Institute's public relations, finance 
and student recruitment committees 
and was elected President in 1970. For 





Mr J. L. McPherson 


the past three years he has been a 
member of the Board of Governors of 
the Canadian Institute, serving as 
Vice-President from 1972 until the 
present time. He is currently a mem- 
ber of the Advisory Board, Division of 
Finance, of the University of British 
Columbia. 

Speaking after his inauguration at 
this month's annual meeting of the 
Canadian Institute in Toronto, Mr 
McPherson referred to the need for 
international accounting standards and 
for increased accounting research. ‘lhe 
accountant, he said, was the pro- 
fessional in the “language of business”, 
and it was important for the pro- 
fession to provide common standards 
of reporting for the business world, 
with its growing number of multi- 
national companies. 

' As the reporting of business opera- 
tions becomes more complicated, it 
becomes even more necessary that an 
objective view of “fairness”” be present. 
I would hope that our expanded 
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research activity will give high priority 
to this major problem.’ 

Mr H. A. Renouf, C.A.(CANADA), a 
Past-President of the Institute of 
Chartered Accountants of Nova Scotia, 


becomes Vice-President of the 
Canadian Institute for 1973-74. 
Insuring Political 
Risks Overseas 

ISKS of expropriation, war 


damage and restricted remittances 
are all within the ambit of the scheme 
for insurance of new investment 
overseas, introduced last year by the 
Export Credits Guarantee Depart- 
ment. Such risks, it is pointed out, 
are not by any means confined to the 
developing countries; ‘expropriation’, 
for instance, is wide enough to 
include discrimination against the 
investment and, when compensation is 
forthcoming for nationalization or 
confiscation, it often proves to be a 
case of ‘too little and too late’. 

Addressing members of the Sheffield 
Chamber of Commerce this week, the 
Rt Hon. the Earl of Limerick, M.A., 
C.A., Parliamentary Under-Secretary 
of State for Trade, said: ‘Overseas 
investment can be a valuable means 
of expanding trade. On the latest 
available figures, our investment 
abroad totalled nearly £7,000 million, 
second in magnitude only to that of 
the United States. 

“Although about a thousand British 
firms have investments abroad, there 
are many others who have been 
deterred by the political risks involved. 
Last year we initiated an ECGD 
scheme which takes the political 
risks of overseas investment off the 
businessman for up to 15 years. 
ECGD has now insured 16 invest- 
ments worth £3 million, seven of 
them in Africa, and there is a sub- 
stantial number in the pipeline.’ 

ECGD has confirmed that this 
cover, while primarily aimed at en- 
couraging investment in the develop- 
ing countries, is available in principle 
for almost any country or industry, 
with the exception (pace Lord 
Limerick's metaphorical reference to 
“in the pipeline") of exploration and 
production of oil and natural gas. A 
spokesman for the Department said: 
‘We think that this scheme not only 
offers security for companies' present 
plans for investment, but enables 
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them to look hard at markets where 
previously they had been deterred 
from investing because of the very 
risks ECGD now insures. We think it 
is worth looking at seriously.’ 

A booklet explaining the scheme is 
available free of charge from ECGD 
offices. 


A German Pioneer 


Ts centenary of the birth of 
Professor Eugen Schmalenbach, 
an outstanding German economist and 
public accountant, occurred recently. 


— === 
URS WS ELE Fea a d "vor 3 y» 


THE | 


ACCOUNTAN 


A professor at Cologne University, he 
taught business economics, inter- 
preting the subject in a far wider sense 
than had hitherto been the case. His 
experience as a practical accountant 
and businessman, joined to his original 
and far-sighted views, soon took him 
to the forefront of German economic 
life, and he served on a number of 
Government committees. He was also 
the first editor of the professional 
paper Die Wirtschaftsprüfung. 

He was well known as a lecturer, 
and wrote a large number of books 
which became widely known as valu- 
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able additions to business and pro- 
fessional literature. One of the best 
of these was Dynamische Bilanz which 
ran into many editions in Germany, 
and was translated into English under 
the title Dynamic Accounting by G. W. 
Murphy and Kenneth Most. In their 
prefatory note the translators said: 
“It is no exaggeration to state that he 
transformed the German accountancy 
profession by operating a revolution in 
the attitude of businessmen to ac- 
countancy, as much as by inducing 
accountants themselves to extend their 
vision and their range of activities.' 





THIS IS MY LIFE 


Price Sensitive 


by An Industrious Accountant 


€ 


BOUT this latest White Paper', smiled our chairman. 

'I take it we don't foresee any insider trouble? Not 
many chaps get to know our trading results before publica- 
tion, what?” 

I was about to disillusion the poor mutt when the 
deputy-chairman interrupted. He's the type that booms 
along like a rusty foghorn until other would-be speakers 
collapse exhausted. All that tricky insider nonsense related 
to big, flashy speculative concerns where undesirable 
directors skimmed off the cream of the profits in their own 
perks, he protested; our own smallish company wouldn't be 
affected. 

The chairman murmured regretfully about the decline 
in business ethics, but his glinting eye indicated dislike of 
his questions being shelved. He asked me for some back- 
ground data. 

It's nice to educate one's boss. Stocktaking, I pontificated, 
is the basis of gross profit calculations, which are directly 
available to Scotty and his two deputies. That trio has 
attended enough cost reduction conferences and share- 
holder-relationships talks to have a good idea of operational 
expenses and therefore of net profits. 

At least three of my own staff sit in on calculations of 
reserves, tax liability and alternative dividend policies. 
They know all — yes, all. So do the private secretaries who 
type the final accounts and the chairman's speech, plus 
probably a couple of score nosey-parkers who pester the 
poor girls with illicit hints, backed by vodka and white 
lemonade in the nearby lounge bars. Then come the 
auditors; who knows who looks over whose shoulder in 
their secret sanctum? Then the printers of the annual 
report. ... 

The managing director cut in silkily. Rather pointless, 


all this, he suggested; our registrar was presumably 
scrutinizing the transfers em passant; we should ignore 
political gallery-playing. How could anybody trace a 
passing whisper among employees in the Red Lion? 

It was necessary to explain that our registers contained 
several bank nominee accounts who had in the past firmly 
refused to lift their veil of secrecy, but the White Paper 
now proposed to allow us to demand details. The deputy-c 
scowled somewhat at this statement — probably with good 
reason, knowing his standing orders to his stockbroker. 

I had a graph showing the trend of our ordinary share 
prices over some years past, with dates of published 
accounts marked as check points, I explained. We could 
list in-and-out profit-oriented movements among random 
names if we wished. The MD's eyes bulged suddenly. But 
that I am forbid to tell the secrets of my counting-house, 
I could a tale unfold. . . . 

The chairman dispelled the tension by saying affably that 
we might look into things next year, and a faint but 
perceptible sigh of relief seemed to whisper around the 
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What's New in 





Business Equipment? 


1973 Exhibition Preview 


HE Business Efficiency Exhibition, now a biennial event, was last staged in 
1971, when emphasis was placed on the systems aspect of equipping offices. This 
systems approach to office equipment is now widely accepted. Today not only do 
those responsible for designing offices think of choosing the equipment to fit in with 
an overall system, but apply this principle to the layout and furnishing of the office 


itself. 


The systems approach is not new, but it came into prominence with the realization 
that superimposing a computer on the then existing structure of a business caused 
as many problems as it solved - like fitting a modern Formula 1 racing engine in a 
1916 Model T Ford. The rest of the system was just not designed to take the strain. 


Trends to be seen at this year's BEE 
are largely the result of the development 
of this systems approach and its adapta- 
tion to office routines of all kinds, whether 
or not they are linked directly to the use 
of data processing. 


Work station 


It is not always easy to spot significant 
trends amongst the thousands of pieces 
of equipment on display, but from an 
analysis of the pre-Exhibition announce- 
ments the following appear significant: 


(1) The work station concept is re- 
placing the ‘desk and chair’ as 
the place at which we work. The 
work station as such consists of 
everything needed to perform a 
specific task in the way that task 
is intended to be undertaken within 
the overall system. The equipment 
provided at each work station, 
therefore, depends on who is to 
use the work station. A work 
station designed for a book-keeper, 
for instance, will be quite different 
from one designed for a secretary. 


(2) Where large-scale data processing 
is used in the organization, there is 
a trend towards capturing the data 
at source as a by-product of the 
documentation routine undertaken 
by the user department. Where 
possible, the expensive and error- 
prone routine of subsequent data 
conversion is being replaced by 
data capture within the user de- 
partment. 


(3) Much more attention is being paid 
to making secretarial services more 
productive. The principle of data 
processing is being applied to 
word processing. Instead of manual 
copy typing, wherever documents 


have a repetitive element the 
information is captured on equip- 
ment which will store it while still 
allowing for the insertion of altera- 
tions or new material when subse- 
quent printout is made auto- 
matically. This principle is being 
applied to repetitive. correspond- 
ence, contract drafting, report 
drafting, technical information and 
most other documentation routines 
where some alteration or rear- 
rangement of the information 
necessitates manual copy typing. 


Office computers 


Technically there is a difference between 
an electronic accounting machine and an 
office computer, but in practice it is 
largely a matter of scale and the attitude 
of the manufacturer's marketing team. 


- One of the work stations which form part of 
the Facit-Addo 6501 multiple input/output 
business computer system. 
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What has emerged, however, from large 
office computers is a type of machine 
built around a mini-computer which is a 
true accounting computer, designed 
specifically for business applications. It is 
a type of machine — or, more correctly, 
system, since several main components 
make up the application package — which 
is distinct from what we have in recent 
years come to associate with the term 
“office computer”. 

An ‘office computer” is a single input/ 
output machine, whereas a_ business 
computer system is a multiple input/ 
output system capable of handling several 
accounting routines simultaneously. It 
differs, on the other hand, from con- 
ventional general purpose or mainframe 
computing systems in having a large 
capacity for storing information and 
comparatively little mathematical ability, 
and in being a direct entry and output 
system. In non-technical terms, with a 
business computer system you enter 
information directly via a keyboard, 
which is immediately dealt with by the 
processor and either stored or printed 
out depending on the application. 


Information transferred 


With a conventional data processing 
system, information is entered on to a 
subsidiary system and then transferred 
from this to the main computer. The 
processed information can then be 
handled in the same way or printed out 
directly from the computer. This rather 
roundabout conventional way of handling 
routines is still necessary for very large 
applications. We still have a long way to 
go before business computers appear 
with the same power as the larger 
conventional systems. But it is an in- 
dication of the future that a separate 
race of business accounting computers is 
emerging. 

Mathematics performed by a computer 
during an accounting application are very 
simple; no more than a junior book- 
keeper used to do with pencil and paper. 
At the same time the amount of informa- 
tion which needs to be held on file is very 
considerable. There are a number of 
examples of this new and more realistic 
approach to electronic accounting at the 
BEE. 

Starting at the top end of computer 
systems designed specifically for ac- 
counting applications is the Multibus 
system from Allied Business Systems. 
The system is capable of handling order 
entry and processing, invoicing, stock 
control, delivery notes and sales ledger 
simultaneously. Prices start in the £1 5,000 
to £20,000 range, or £4,000 a year rental. 

Information is entered from visual 
display units which can be located in the 
departments where the work originates. 
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When you're planning a new factory or other 
investment overseas, or making new investment in an 
existing project, remember to insure with ECGD. It's 
the most certain way of protecting your money. 

ECGD can insure your overseas investment against 
loss of capital or interest whether through war, 
expropriation or exchange restrictions. These are very 
real dangers. Since 1945 almost 80 countries have 
expropriated British companies; and in the last 5 years 
alone there have been exchange restrictions in over 
30 countries. 

ECGD premiums are as low as £1 per cent (with no 
registration fee) and cover can be arranged from 3 to 


l5 years. — . 
ECGD is a prime source of information on invest- 
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HOW TO INVEST MORE OVERSEAS 
WITHOUT RISKING MORE OVERSEAS. 





ment procedure and regulations abroad. Contact 
ECGD-and you can expand with confidence. 
For free booklet on overseas investment insurance, 


get in touch with Miss Butler, Information Section TAE, 


ECGD, Aldermanbury House, Aldermanbury, London 
EC2P 2EL. Telephone 01-606 6699, extension 258. Or 
contact the Information Officer at your nearest branch 
quoting reference TAE. Belfast, Birmingham, Bristol, 
Cambridge, Glasgow, Leeds, Manchester, Nottingham. 


ECGD 


Export Credits Guarantee Department 





FOR SECURITY, FOR FINANCE, FOR INFORMATION, FOR PROFITS. 
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The Tax Practitioner's Diary 
1973-74 


Edited by Butterworths Editorial Staff 


This slim, neat diary, measuring 7 x 33 inches, will travel 
comfortably in the breast pocket, giving a ready source of 
reference at all times. The contents include the following 
subjects : Administration, HMSO Tax Publications, Income 
Tax, Corporation Tax, Capital Gains Tax, PAYE Calendars, 
Estate Duty, Stamp Duties, National Insurance, Logarithms 
and Anti-logarithms, Ready Reckoner Table and VAT. 
The principal changes effected for this year are as follows: 
* New tables showing income tax on specimen incomes, 
rates of corporation tax and capital allowances. 
* Separate address and telephone booklet in back pocket. 
* Flexible covers with transparent pockets. 
* Two-page outline map of Central London. 
* Newfront pages, including metric conversion, European 
and world travel and European data. 


Never can so much required by so many have been 
ncluded within such a small compass.... Indeed, The Tax 
Practitioner's Diary is more than an a/de-mémorirre, it is a 
positive vade mecum to be ranked on the bookshelf along 
with Whitaker's Almanack and Roget's Thesaurus ... this is 
an extremely valuable publication which should become 
an annual standby for all doing tax work.' New Law Journal. 


£7-60 net post free (Plus 16p VAT) 0406 53951 0 


Butterworths Digest of 
Tax Cases 1971-1972 


Edited by Philip F. Skottowe, LL.B., Barrister 


An independent continuation of Butterworths Digest of 
Tax Cases (1971) and available separately, this book 
provides summaries of all cases on taxation of income and 
capital gains heard from June 1971 to December 1972 in 
U.K. and courts cf similar jurisdictions. 


£7-60 net (£1.75) O 406 50906 9 
With Butterworths Digest of Tax Cases (1971) 
£9-60 net (£70-05) 0 406 50905 0 


De Voil on Value Added Tax 


By Paul de Voil, B.A., F.T.1.1., Solicitor, formerly one of 
H.M. Inspectors of Taxes. Consultant Editor: D. J. Willson, 
C.B.E., T.D., formerly the Solicitor for the Customs and 
Excise. Managing Editor: John Jeffrey-Cook, F.C.A., 
EG. EO. ,F.T.LI. 


An important loose-leaf publication, de Voil on VAT 
provides a full exposition of the whole of the law relating 
to VAT and is the major definitive work on this new tax. It 
contains all relevant legislation to date, is serviced by 
regular monthly issues and is the only work that is at 
present fully up to date. Service Issue No. 14, despatched to 
subscribers on September 18th, brings the work up to date 
to August 13th, 1973 and includes all parts of the Finance 
Act 1973 relating to VAT; VAT Tribunal Decisions on 
retailers’ stock held at April 1st, 1973 for sale or use; and 
land — facilities for parking a vehicle. 


£72-00 net post free with service to March 31st, 1974 
O 406 51460 7 


Bracketed prices, inclusive of despatch, apply to 


single copies ordered from the Publishers by post; 
multiple copies are sent at net published price. 





Butterworths 

88 Kingsway, London WC2B 6AB 
Showroom: 

11-12 Bell Yard, Temple Bar, London WC2 
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CA, ACA, ACMA, ACIS, ACCA, ATII, ASBI, etc. 


Some 
professional 
advice for 
accountancy 
students 


If your prime concern is to make sure you 
qualify for any of the above qualifications — 
read on. The School of Accountancy has had 
over 60 years' experience of coaching students 
for accountancy and other professional quali- 
fications. We have learned a lot in those years — 
how to coach students most effectively; how to 
help them with really personal tuition; how to 
prepare them fully for their examinations; and 
how to give that extra confidence that makes all 
the difference in the exams. SOA course material 
is easy to digest and constantly kept up to date 
with syllabus changes, trends in examination 
questions and new legislation. And yet it avoids 
non-essentials and ensures that your learning 
is as easy and efficient as possible. 














With the backing of our correspondence course 
you'll be fully prepared to add to over 100,000 
examination passes achieved by SOA students, 
many of whom have gained awards. 


We've learned a lot about how to help others. 
Why not let us help you? Find out about the 
School of Accountancy. 
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The Kienzle 6100 — the largest system 
developed by Kienzle and one of the largest 
in the exhibition. 


No special staff or special equipment, 
such as air conditioning, are needed; 
even a standard 13-amp mains socket 
can be used for power supplies. The 
equipment is modular and, since the 
basic system will hold up to 100 million 
characters in memory, an expanded 
system should be capable of handling 
the work load of even the largest ac- 
counts department. The equipment is 
being demonstrated on two stands, ror 
and 165/169. 

A system with a roughly comparable 
capability will be shown by Business 
Computers (stand 179), where the 
Molecular 6M, a disc based system which 
offers full file security will also be 
featured. The cost of the basic system is 
£12,500 inclusive of one standard routine 
package; additional standard packages 
cost £850 each. 

The Facit 6501 is another multiple 
entry system. A feature of this system 
is the wide variety of modules for input/ 
output operations while the basic pro- 
cessor has up to 8K core store and is 
attached to a 2:5 million character disc 
file. This basic set-up is sufficient for 
three work stations, which, as with other 





Sperry Remington OCS1 electronic account- 
ing system. 


NI TERR GERE Pe TIERE 
THE 


ACCOUNTANT 


systems, can handle several accounting 
routines simultaneously (stands 11 and 
234). 

Another large business computer sys- 
tem is the Kienzle 6100 (stand 164—170); 
up to 16 peripheral devices can be 
connected, including the Kienzle 
magnetic ledger card processing unit. 
All these multiple entry systems, being 
modular, can be adapted to a wide range 
of applications but because of this it is 
impossible to be too specific as to their 
respective merits and limitations in an 
exhibition preview. 


Inexpensive solution 


Remington, by contrast, have intro- 
duced in the OCSI an inexpensive 
solution to electronic accounting, in the 
£1,800 to £5,000 range. The basis of this 
machine is a programmable electronic 
calculator coupled with a typewriter, 
which is, of course, a single input/output 
machine. In its simplest form it is 
suitable for invoicing operations; in- 
voicing plus ledger posting models cost 
£2,740, while paper tape punching for 
further processing on a computer brings 
the cost up to £3,770. The programs are 
held on program boards; standard boards 
cost £75 and special programs about 
£300 (stands 38 and 40). 

Other office computers include the 
Mael 3000 for decentralized invoicing 
and accounting, plus computer com- 
patible output, at around £5,000, shown 
by Computer Ancillaries (stand 143). 
Hermes Paillard will be showing their 
Data System 210 for the first time in this 
country, together with the smaller Data 
System F-5 (stand 175). 

A newcomer to the office computer 
scene is the IME 10001, marketed by 
Thorn Office Computers. At a cost of 
from £40 a week, including service, it is 
capable of performing the complete range 
of accounting routines, plus some 
specialized applications. 

An interesting development is a mini- 
computer system from Hasler (stand 14) 
for the analysis of flexible working hours. 
Hugin (stand 227) will be showing a range 
of cash registers offering from one to 
eighteen totals plus an automatic change 
dispenser. 


Data processing 


The BEE is not primarily a data pro- 
cessing exhibition, but peripheral equip- 
ment will be shown on a number of 
stands. Facit-Addo (11 and 234) will be 
showing a data entry and transmission 
system, System M, which uses cassetted 
tape as the recording medium. The work 
performed by up to seven work stations is 
controlled by a master unit. A feature of 
this system is the number of work 
station options available, which makes it 
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adaptable to virtually all accounting 
routines. 

Another keyboard-display cassette data 
entry and transmission system will be 
shown by Lamson Viatron (158). This - 
company will also be showing an optical 
mark reader. Although this may be the 
only one in the exhibition, optical mark 
reading is being increasingly used in 
situations where it is not economic to 
capture data at source. In these cir- 
cumstances, optical mark reading is 
proving an economical way of converting 
data automatically to machine readable 
form. 

Another modular data entry and trans- 
mission system is that shown by Kienzle. 
Like others of its type, it is intended for 
use in user departments and is adaptable 
to a wide range of applications, although 





The Lamson Viatron DET3111 data entry and 
transmission terminal. 


the manufacturers place emphasis on 
those in the financial field. 

A completely different type of data 
collection is that represented by 
Farrington, which is based on the use of 
plastic cards (32). This has a range of 
applications from hire-purchase credit 
control to production control. 


Calculators 


Over the past two years, the cost of 
electronic calculators has fallen dramatic- 
ally, until today small pocket models are 
available at under £30. Whether these 
small pocket models are as much use to 
accountants as their manufacturers claim 
is questionable. It depends to some 
extent on your ability to do mental 
arithmetic quickly and accurately. 
However, there is no doubt as to the 
usefulness of the many printing cal- 
culators which are now appearing on the 
market in ever increasing numbers. There 
are even some hybrid models on which 
there is a display as well as a print head 
and which can be used in either mode. 
Overall, calculators can be divided into 
three classes: display models, printing 


398 


calculators and programmable models. 
Programmable calculators are a breed of 
machine on their own, and the more 
sophisticated will do most of the cal- 
culations performed by a computer. ‘Their 
chief use is either in the technical field or 
in commercial applications which require 
complex calculations, such as actuarial 
and statistical work. 

Printing calculators are now marketed 
by all the main suppliers and have come 
down in price considerably since the last 
BEE in 1971. They are, however, still 
appreciably dearer than display models of 
a similar specification. Recent improve- 
mients include a bufter store to prevent 
the print malfunctioning however fast you 
key-in the calculations, coupled with 
faster printers. 

One such is the Anita 500P being 
introduced by Sumlock Comptometer 
(stand 161) ,with 14 column capacity. A 
feature of this machine is the “add mode 
enabling it to be used as an add-lister, 
while many other facilities are incor- 
porated. 

Calculating Systems (stand 163) will 
be showing three Diehl printing cal- 
culators, the Meritronic (ro-digit single 
store), Valutronic (12-digit two store) 
and Produtronic (single store with auto- 
matic percentage — as used by Customs 
and Excise in VAT offices). Also shown 
will be a programmable calculator with 
interface to handle four peripherals 
including magnetic card unit, magnetic 
tape cassette, typewriter, and graph 
plotter. 

Technica (stand 269) will be showing 
printing calculators, including one with 
16-digit capacity, four working registers 
and three memories. A new range of 
miniature pocket calculators will also be 
shown. 

Decimo (stand 145) are offering six 
printing models, including a hybrid 
print and/or display model 1221PD. Also 
shown will be six display models, in- 
cluding one with electronic time read-out 
incorporated. 
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Despite the interest in electronic printing 


calculators, add/listing machines are still 
useful. This new model from SCM costs under 
£50. 


Hermes Paillard will be showing two 
printing calculators and a display model, 
in addition to their mechanical add/ 
listers, now produced in Brazil. Sanyo 
(stand 136) will show a 14-digit single 
memory printing model selling for £199, 
and three new display models with green 
light illumination, recommended as caus- 
ing least eyestrain by a recent government 
report. 

ADM Business Systems (stand 67) will 
show one and two memory print models 
with 12-digit capacity, and a program- 
mable model said to be particularly 
easy to use, even by inexperienced 
operators. 


Copying and duplicating 

Until very recently, the story of electro- 
static copying has been that if you wanted 
a plain paper copier you went to Rank 
Xerox, or you bought one which copied 
on to a coated paper, of which there 
are dozens on the market. Suddenly the 
page has been turned and we are starting a 
new chapter. This year there will be at 
least nine copier manufacturers showing 
plain paper copiers. Not all plans have 
been announced in advance; but amongst 
those which have are Roneo Vickers 
(stand 37) who will be showing the 
Saxon PPCI. This features interchange- 
able paper cassettes, paper sizes from 
53 by 8) in. to 11 by 17 in. 

Remington's model 530 is aimed at the 
copier, rather than copier/duplicator 
market, and uses the same original feed 
principle as their other machines (stand 
38-40). Rank Xerox (stand 4-12) have 
added a black and white copier dupli- 
cator, the 3100, to their range, operating 
speed 20 copies a minute; but attention 
wil be focused on their new colour 
copier intended to make business com- 
munications more effective. 
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IBM (stand 42) will be showing their 
well publicized Copier II, while the 
Gevafax X-10 will be on the Agfa- 
Gevaert stand, No. 273. 

Microfilm is featured on several stands, 
including Kodak (stand 42), who will be 
showing a new inexpensive device for 
locating microfilmed documents, and 
systems for small and large users. The 
3M Company (stand 252) will also be 
showing several new pieces of micro- 
film equipment, including a fiche reader 
selling for £345. Frank Wilson (Filing) 
(stand 171) will be showing a new visible 
microfiche filing system, using pocketed 
binders under the Railex trade mark. 

Remington is another company in- 
volved in selling microfilm equipment who 
will have several new products to show, 
including new fiche readers, and dupli- 
cators. 


Document storage 


However useful microfilm may be in 
reducing the space required for storing 
documents, most documents in a pro- 
fessional practice have to be stored and 
handled as originals. There are several 
aspects of filing which are not always 
given so much consideration as they 
should be. 

First, there is the question of saving 
space. Particularly in city centres where 
rents are high, the floor space taken up by 
stored documents represents an ap- 
preciable overhead. To take a modest 
example, if the office rent is £3 per 
square foot, 12 drawers occupy 18 sq. ft 
of floor space, costing £54 a year. If the 
same documents can be accommodated 
in one cabinet fitted with lateral sus- 
pended filing, this can be reduced to 
approximately 6 sq. ft, costing £18 per 
annum. 

Secondly, there is the question of 
security. Every professional practice has 
to keep a number of documents of value 
and documents which, if lost, would take 
many hours of work to reconstruct. Most 





The Roneo Vickers Saxon PPC1, one of the 
new plain paper copiers to be seen at the BEE 
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Lateral filing is more economical of floor space 
than drawer filing. This cabinet is from the 
Twinlock range. 


of these documents are of value only to 
the firm or its clients, so the greatest 
risk is of destruction by fire or accident. 
Cabinets which have a high resistance to 
fire cost more than conventional cabinets, 
but could be a worthwhile investment in 
terms of peace of mind, where documents 
of this type are concerned. 

Thirdly, there is the question of 
retrieval, or ease in finding the right 
documents. While no indexing system is 
proof against careless filing, some systems 
make it easier to spot when documents 
are missing from their correct place in the 
file. Another point to watch is the 
readability of the index tabs and the 
adaptability of the system to your 
method of working. 


.Economical method 


Generally speaking, drawer filing takes 
up most floor space, lateral filing or 
Shelf filing rather less, while rotary 
filing is claimed to be the most economical 
method so far as floor space is concerned. 
The example quoted above, for instance, 
was taken from data supplied by Elite 
Manufacturing, who will be showing 
their products on stand 53. They will 
also be showing new housing units for 
rotary filing of cards and documents. 

Rotadex Systems (stand 56) will be 
showing rotary card filing equipment, 
including automatic filing units. These 
latter automatically motor the correct 
tray to the retrieval position when the 
index number is keyed in on a set of 
push buttons. They are, of course, 
intended for high capacity applications, 
taking up about half the space occupied 
by drawer cabinets. 

This is only one of a number of auto- 
matic filing units which can be seen. 
Others, for either cards or documents, 
will be shown by Remington (stand 38 
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and 40), Roneo-Vickers, Herbert Zippel 
(stand 62) and ADM Business Systems 
(stand 67). 

Cominex Filing Systems present an- 
other approach to the filing problem with 
their Clan multi-drawer cabinets and 
units for 100 storage boxes. Each box 
offers a capacity of 8c mm of storage 
(stand 57). Stor Cabinets (stand 68) have 
a complete range of multi-drawer cabinets. 
Frank Wilson (Filing) have added a linked 
suspension filing system to their rotary 
filing range. 


Furniture 


A development in recent years has been 
the introduction of furnishing systems, 
based on divider screens. Designed 
primarily for open-plan offices, many of 
these furnishing systems incorporate 
filing units within the overall system 
concept. In some cases the filing units 
double as dividers, or are used in con- 
junction with screens for this purpose, 
while further filing units are suspended 
from the screens. Since these furnishing 
systems are modular in concept, any 
combination of modules can be chosen to 
make up each work station. 

In fact, several of the firms who offer 
this type of furniture offer a contract 
furnishing service. This means, at its 
most comprehensive, that they will 
undertake to furnish or refurnish an 
office completely, including recommend- 
ing an individually tailored system de- 
signed to meet customers' individual 
requirements. While the final scheme 
would include decor and soft furnishings, 
it would be based on a study of work 
flows. 

The advantage of an office planned in 
this way does not stop with the saving of 
space. More efficient working results 
from having a place for everything and 
everything in its place, coupled with a 
logical work flow. 

New systems of this type will be shown 
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The Tape-Link on the Agavox system enables 
recordings on the portable equipment to be 
transcribed on a standard office transcriber. 
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by Atal-Litton (78), G. A. Harvey Office 
Furniture (68-72), H. Caplan (Furni- 
ture) (46-55), Carsons Office Furniture 
(61) and GKN Sankey (65—73). 


Miscellaneous 


The BEE endeavours to cover all aspects 
of the office equipment and environment, 
so only a brief summary is possible of 
those aspects which affect the general 
running of an office. 

In communications there is a more 
general acceptance of loudspeaking tele- 
phones, even amongst professional men. 
They are used on both intercom and 
external systems. Facsimile, called Tele- 
Copy by Rank Xerox, provides the 
facility to send exact black and white 
copies of any original over the telephone 
system, but, generally speaking, only 





The Flexidata automatic typewriting system. 


transceivers made by the same company 
will work together. This limits the useful- 
ness of fascimile to situations where the 
facility is needed between two points on a 
continuing basis. 

Today nearly three-quarters of all 
office typewriters are electric; recent 
improvements in typing include cart- 
ridged ribbons for easy changing, and the 
introduction of correcting ribbons. At- 
tention, however, is being paid to word 
processing systems, such as those shown 
by IBM and Flexidata, in an endeavour to 
cut secretarial costs. Although there are 
still plenty of automatic typewriters 
around using paper tape, there is a 
swing towards the use of magnetic media 
for intermediate storage of information. 

A significant improvement in dictation 
equipment is the facility to transcribe 
from portable and office dictation equip- 
ment on the same transcribers; hence, no 
matter where the dictation is done, it can 
be transcribed in the typing pool. For 
different methods used, see Dictaphone, 
Philips and Agavox. 
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LETTER FROM AMERICA 


Pie-in-the-Sky 
Pensions 


From Our New York Correspondent 


N these days of rampant inflation, and with borrowed 

money costing more than 9 per cent annually, the 
American worker can be forgiven if he no longer feels 
much urge to save for his old age. Indeed, he may no 
longer feel the urge to work at all. Adding up public 
assistance, food stamps and free school lunches for the 
children, a man with a family of four can 'earn' the tax- 
free equivalent of at least £1,750 a year without ever doing 
a stroke of work. 

'Those with jobs, however lowly, are increasingly coming 
to depend on their employer to do the necessary saving. 
Pension rights are a key point in the union negotiations 
with Chrysler, which could cause a nationwide automobile 
strike in the autumn. General Electric only avoided a 
strike in June by abandoning its effort to impose a ceiling 
on the combined total of its own pension payments and 
those made under the Government's social security system. 
In signing a three-year agreement bringing benefits 
estimated to be worth the equivalent of nearly £650 million, 
GE protested that the cost of its company pension scheme 
had tripled in the last ten years and was threatening to 
climb still faster if a halt was not called soon. 


Terminated plans 


Yet there are signs that workers who put their trust in 
private pension plans may be in for some severe shocks. 
‘Toward the end of last month, an official report revealed 
that the equivalent of some £20 million had been lost last 
year by employees who believed themselves to be covered 
by their company plan — only to have it terminated, as 
managements are at present entirely free to do, if they run 
into financial difficulties. 

It is true that the total of some 30 million workers 
covered by private pension plans represent only about one- 
third of America's labour force, and that not much over 
1,000 plans were terminated last year. But nearly half the 
terminated plans were incompletely funded, so that their 
beneficiaries found their pensions to be but a dream. 
Moreover, the stock-market slump, which this year has 
brought the Dow-Jones Industrial Index down from 
abour 1,000 to around 850, has rudely shaken companies 
that were using stock-market appreciation as a painless 
method of funding their pension plans. As pointed out in 
this column a year ago (The Accountant, September 14th, 
1972), there is endless variety in the ways of funding 
American pension plans and reporting them in the financial 
statements. 
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It seems, however, that this variety is about to be pruned 
back. Lengthy but somewhat half-hearted administration 
efforts at pension reform have been joined by a group led 
by Senators Jacob K. Javits (Republican, New York) and 
Harrison A. Williams (Democrat, New Jersey). ‘They are 
supporting a broadly-based programme to impose upon 
pension plans the same type of restrictions that have long 
been applied to banking and insurance. After debate on the 
Senate floor this month and further discussion in the House, 
the proposal is likely to take effect in 1974. 

The American Institute of Certified Public Accountants 
has accepted the need for pension legislation, but has 
proposed a number of refinements in the measure now being 
put forward. Testifying before the Senate Finance Com- 
mittee, AICPA representatives argued the case for larger 
tax deferrals (‘loopholes’ to the unions) for pension 
contributions made by self-employed persons, and added 
its support for the principle of vesting (guaranteeing of 
future pension rights to workers regardless of whether they 
remain with the company). 

Accounting Principles Board, Opinion No. 8, issued in 
the mid-sixties and advocating disclosure of the method 
by which a plan is funded, remains the key to pension 
accounting doctrine in the United States. It lays down the 
rate at which a company may charge its pension costs — 
a rate that is also affected by the Internal Revenue's 
willingness to allow tax deductions up to the maximum sum 
required to fund the plan, and that still varies widely from 
one company to another. 


Insurance snags 


A searching question that remains to be answered is whether 
pension benefits should be insured in case the plan is 
terminated. The Williams-Javits measure treats this as an 
essential defence for the worker, but insurance men point 
to the pitfalls. 

Assuming that the insurance would only apply to vested 
rights, there is the danger that company managements 
would step up vested benefits in anticipation of termination 
— thereby shifting the pension burden from their shoulders 
to those of the insurer. No insurance company could be 
expected to cover this type of risk — implying that a new 
government agency would have to be set up to carry out 
the purpose envisaged by the reformers. 

More basic still is the question how to preserve the 
credibility of any pension plan in a period when inflation 
in the United States has reached an annual rate of almost 
7 per cent. Employers have adopted the view that, like GE, 
they should try to stand firm on a fixed level of total 
benefits, to be improved from time to time by an earlier 
retirement age (now closer to 60 than 65 for many compan- 
ies) or by other relaxations. Insurance companies are trying 
to develop their concept of 'variable life', the variations 
depending on such factors as the cost of living or the yield 
on their investments. Banks are hoping that their success 
in managing pension funds may more than compensate 
beneficiaries for loss in the purchasing power of the 
dollar. 

Yet the worker will remain, until the proposed legisation 
is passed, exposed to the double jeopardy of an uncontrolled 
employer and an apparently uncontrollable erosion of the 
real value of his pension benefits. | 
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‘Now: s the time 


you need Friends’ 


The néw Government legislation on 
pensions gives you the chance to take 
an important initiative in your dealings 
with the people who work for you. 


After April 1975, everybody over 21 


müst get the right to a second pension 
on top of the basic Old Age Pension. 
Either from the State's Reserve 
Scheme or, as the Government hopes, 
from a Recognised Company Pension. 


A Recognised Company Pension 
(RecomPension for short) will be run 
by the employer, to standards laid 
down by the Government. If you wish 
to avoid putting your employees into 
the State Reserve Scheme, you will 


have to have your own RecomPension. 


.. RecomPensions are not only for 
giant corporations. They are just as 
suitable for small businesses with a 
handful of employees. And at a cost. 
which is broadly pro rata. 


Friends: Provident Life Office. 


A member of the Friends' Provident and Century Insurance Group. Established 1832. Group Funds exceed £350 million: . 


- Pixham End, Dorking, 
- Surrey. RH4 10A 





But organising a RecomPension 
that meets the Government 
requirements does take time. And it's 
anybody's guess as to how many 
thousands of companies will be rushing 
to get ahead of the queue. 

So make a decision to do something 
about it now. 


Friends' Provident have been 
organising pension schemes for 
companies - especially the smaller 
companies with up to two hundred 
workers —for many, many years. We 
know the problems. And we know how 


- to solve them fast. 


Get in touch with us at the address 
below, or contact your usual Broker, 
mentioning our name. j 


Friends” Provident Life Office 





Tel: Dorking 5411 
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Auctioneers and Surveyors 
Valuers of Industrial Properties 
Plant and Machinery ' 
Fire Loss Assessors. | 


20 Hanover Square, London wir oAH Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 


E 





 .Accountancy Examination Tuition by the Metropolitan College - 


. INSTITUTE OF CHARTERED ACCOUNTANTS . 


^ a 





` benefit of more than sixty years’ accumu- ualification of Chartered Accountant, Metropolitan : HE 
. lated experierze in examination coaching. College students have gained over: : E 2 LINKED PRIVATE 






politan College now 
offer - facilities for 









to Accouatants in Great Britain - ` Week-end | residential 












Metropolitan College 


E Members of fe Association of British Correspondence Colleges i : y . ‘s | l ' FOUNDED 1910 ` 


Accredited by the Council for the Accreditation of Correspondence Colleges 





September 27th, 1973 ` 


ore ` 
E p- er 
ERE 3 y 


ACCOUNTANT T oue Se 


haz e 1 ry 24 x e na os n - . 
- ` ' ae ` ` 
- a. E E ` 1, T ad E : ae 2 fA. 


, 
^ E > » » I 4 *» >> E 
2 . de e Pa. 0 7]. x ~ - H . Soe uto é 3 
A - xs ^E " r 
n - os wie 


iw 1a 


. al 


"oe "P 2 
"en . c mons r a IS E bos “oy ~ a „A £f 

A it ils AE Gud CU dux OE aot a WR pic MN Id et asst 

4.3 . 


. r , 
Mo XN ESI 
tb RP S e to y 


| International Arbitration 


~ 


“When East Meets West 


: by VINCENT 0’ DONOVAN, Barrister 


The expansion of trade across international foad has of necessity been , 

followed by machinery for international arbitration. There is no internationally- - 
accepted convention, for instance, which protects foreign investment as a 

matter of law. Importers and exporters dealing with, in particular, Eastern 

` -Europe and the Far East may well find traditions and organizational structures | 

very different from those to which they are accustomed. 


AST year, East-West arbitration cases amounted to 10 
per cent of all cases dealt with by the International 
Chamber of Commerce. The Soviet Union announced in 
' March its willingness to accept western arbitration clauses 
for deals with West German companies — a development 
which should greatly improve the importance of arbitration 
facilities existing in the West. 


State-owned enterprises in Eastern Europe do not go 


to Court when in dispute, and arbitration tribunals for 
commercial disputes have been a well-established feature 
of all East European countries. Among these, international 
arbitration has reached probably the highest degree of 
sophistication in Czechoslovakia. More recently, East Ger- 
many. demonstrated its keenness in the first East-West 
arbitration taking place in East Berlin. A US company had 
unknowingly selected East German arbitration by failing 
to read the small print on a standard contract; it was 
pleasantly surprised by a high award of damages. , 


Court of arbitration 

The Court of Arbitration of the joxermationdi Chamber of 
Commerce, which resides at 38 Courts Albert rer, Paris 
8eme, received prominence during the month of March 
when M. Jean Rey, a former President of the EEC Com- 


mission, was ‘appointed its new President. The body is 


. Still not a court; in fact, it does not settle any disputes, but 
merely organizes and supervises proceedings, appoints 
arbitrators and provides for procedure rules if the parties 
cannot agree on them between themselves. However, the 
appointment is a sign of the rising importance of this body. 

There are two procedures, both based on the 1955 Rules, 
which can be obtained from ICC. They are conciliation 
and arbitration. 

Fees levied by the ICC range between 1 and 2:5 per 
cent of the amounts involved, but can be more in particu- 
Jarly difficult cases; from being : subsidized in the past, the 
Arbitration Court has become more recently a significant 
source of ICC income. In 1972, the ICC Court of Arbitra- 
tion arranged the opening of arbitration procedures in 
about 200 cases, some involving as much as $180 million. 

'The arbitration clause of the ICC is inserted in many 
thousands of business contracts every year, and its use is 


probably increasing. Though the procedure was originally 
meant largely to cope with disputes in which. both parties 
were private, there is an increasing trend towards participa- 
tion by governments and state-controlled bodies in inter- 
national trade; thus the clause 1s used more and more in 
contracts between states and private parties. Cases involving 
public authorities now account for about one-third of the 
total. 

There are certain limits to dis extent to which the ICC 
Court of Arbitration can contribute towards the settlement. 
of investment disputes. 'lribunals set up by. private 
organizations such as the International Chamber of Com- 
merce are frequently unacceptable to governments. How- . 
ever, experience with investment disputes is so far limited, 
and there may be some role for the ICC Court of Arbitra- 
tion to play in this field. 

The Permanent Court of Arbitration in The Hague was 
established in 1899 by the Convention for the Pacific 
Settlement of International Disputes among the 67 
government members. However, it is not a court. It mainly 
consists of a list of persons available as arbitrators and a 
set of procedural rules which apply if the parties fail to 
agree on procedure. 

In 1939 it was opened to use in disputes between a 
government and a private party. On March 26th, 1962, the 
Administrative Council of the Court approved the rules of 
arbitration and conciliation for settlement of international 
disputes between two parties of which only one is a state. 
However, little use has been made of these rules so far. 


International centre 


The International Centre for Settlement of vine : 
Disputes (ICSID) in. Washington has been specifically ` * 
created by the World Bank to provide a niachinery for the 
settlement of disputes between investors and host countries. 
ICSID is an international organization created to settle 
controversies between. governments and foreign investors, 
through conciliation or arbitration procedures. Since the 
Centre's establishment 6 years ago, a growing number of 
new international investment agreements have incorporated 
provisions for recourse to its facilities in settling disputes 
that might arise. The Convention establishing the Centre 


» 
^ k : ' 
n + »* i . ` A 
4 ^ , ae z? * . ar Feis 
^ a 


7 THE C 


Pug ay + ow * | ACCOUNTANT 


has been ratified by 63 enel The President of the 
World Bank is ex officio Chairman of the Council. 
ICSID maintains separate panels of conciliators and 


arbitrators, of whom each contracting state may nominaté 


four persons t> each list, and the Chairman of the Ad- 
ministrative Council ten persons to each list. Parties to 


- proceedings under the Convention may, but need not, 
-choose .the members of their conciliation commission or 


arbitral tribunzls from these panels. 
_If the parties agree on the form and method of constitut- 


. ing their commission or tribunal, they are free to do so 


subject to the minimal restrictions of the Convention. 
However, if they fail to agree, then a formula set forth in the 
Convention automatically specifies how such bodies are to 
be constituted. Similarly, while the parties are relatively 
free to agree cn any, procedural rules for the conduct of 
‘their proceedings, the Administrative Council has promul- 
| gated such rules which apply automatically to the extent 
that the parties fail to agree. 

The jurisdiczion of the Centre is based on consent, given 
by both parties to an' investment dispute. One of these 
parties must be the government of a contracting state, or a 
‘constituted subdivision or agency designated by such 
government; the other must be a national óf another con- 
tracting state, who may be a natural or a judicial person. 
Cohsent, once given, cannot be withdrawn unilaterally by 


either party, even if one of the contracting states concerned . 
_ should withdraw from the Centre. 


Arbitral tribunals are required to render an award on the 
basis of rules of law agreed by the parties or as specified 
“in the Convention. The failure of a party to appear or to 
present.its case cannot prevent the tribunal from rendering 
an award. 

The frst case brought before ICSID, in January 1972, 
was a dispute between Holiday Inns $. A. and Occidental 
Petroleum Corporation on the one side, and the government 


`` of Morocco on the other. 


Foreign inverter 


- Experience shows that it is difficult to arrive at a universally- 


accepted codifcation of international law regarding the 
protection of fcreign investments. The relative success with 
regard to the ratification of the convention establishing the 


International Centre for Settlemerit of Investment Disputes 


has shown that some progress can be made towards creating 
a mechanism for settlement.of such disputes, but there are 
limits to what can be hoped for. 

It is highly unlikely that an arbitration clause, e.g., in 
investment prctection agreements with Cuba, would have 
made any diffe-ent when the Castro regime came to power 
and confiscated foreign property. Similarly, the political 


_ agreement reached about French oil investments in Algeria 
. could probably not have been replaced by an arbitration 


settlement. Chile's position with regard to certain United 
. States mining investments falls in the same category. 

On the whole, Latin American countries take a negative 
attitude to international arbitration. The United National 


Convention on recognition and enforcement of foreign 


arbitral awards has been ratified by only two Latin American 
countries (Mexico and Ecuador). Not a single country of 
the Latin American. group has yet signed the Convention 
establishing ICSID, and certain other developing countries 
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have reservations about the use of international arbitration; : 
for example, a Libyan law of July 1970 declares null and. 
void all clauses providing for internationalarbitration. Algeria 
has specified in recent agreements that the foreign company 
concerned cannot have-recourse to international arbitration. 
The international trade of the People's Republic of 
China (‘PRC’) has shown a healthy increase over recent 
years. Since more and more countries are likely to establish 
or expand trade links with PRC it is appropriate to consider 
the legal aspects of trade with that country. We have 
little information on the commercial law background of 
PRC, largely for the reason that it does not yet appear to 
have been formulated, but there is a growing commercial 
practice on which it is both possible and useful to draw. 
The China Council for the Promotion of International 
Trade is an important organization in foreign trade. 
Members of the CCPIT are drawn from the Ministry of 
Foreign Trade and the foreign trade organizations which ' 


. are directly under the control of the Ministry, as well as 


from experts 1n trade, economics, and law. It was founded 
in 1952, after the Moscow International Economic Con- 
ference and is modelled along the lines of the Soviet 
All-Union Chamber of Commerce. It seeks to establish 


‘contracts with foreign business groups, trade associations, ' 


and chambers of commerce, to keep them informed about 
China's foreign trade and to acquire information on foreign 
markets on behalf of Chinese enterprises. 

Besides being a source of information it has set up two 
arbitration bodies, the Foreign Trade Arbitration Com- ' 
mission and the Maritime Arbitration Commission. 

It would be extremely difficult to predict with confidence 
which legal system a court would hold to have the closest 
connection with contracts with PRC foreign trade organi- 


zations. The matter has always been left open or vague in . . 


most of the contracts which have been seen — deliberately 
so in many cases, such as the large wheat deals which PRC - 
has negotiated in the past with Australia and Canada. For 
example, in the case of the sale of Canadian wheat, f.o.b., 
Vancouver, the contract was concluded in Hong Kong 
between China Resources and the Canadian Wheat Board, 
with.a provision for arbitration in Switzerland. 


PRC contracts and arbitration 


PRC contracts frequently seek to refer disputes to arbitra- 
tion. The Chinese tradition is to shun litigation at all costs, 
and to avoid even the relative informality of arbitration if 
there is a possibility of settling a dispute by friendly 
negotiations. A case where arbitration has actually been 
used by a British or Hong Kong firm has not yet been 
reported, though the Japanese are thought to have come 
across one, 

When arbitration is to take place, the hs prefer 
their own arbitration procedures, and will normally try to 
provide for arbitration in Peking, or in Shanghai or some 
other Chinese port of shipment or arrival. However, in 
recent years they have accepted arbitration in the country 
of the defendant, or in some acceptable third country, such 
as Switzerland or Sweden. This will depend on the nego- 
tiating strength of the two párties and on the nature of the 
goods sold. n 

The CCPIT has established two Arbitration Commis- 
sions and provisional rules of procedure have been pub- 
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lished. The F oreign Trade Abit ation ma is ` 
composed of 15 to 21 members. When a dispute is to be 
submitted to arbitration, .the.-parties each choose an 
arbitrator from the members of the FTAC. ‘The chosen, 
arbitrators jointly select an umpire who acts with the 
arbitrators. If they wish, the disputing parties may select a’ 
single arbitrator to act on his own. Proceedings may be in 
writing and a party may appoint an attorney, who need not 
be a PRC citizen. Chinese is the official language of the 
Commission, and interpreters, of course, may be appointed. 

Arbitration niay be conducted in open session, although 
this does not appear to be the general practice. Experts may 
be consulted by the FTAC on any technical or special 
matters including business: practices. Decisions -are .by 
majority vote; awards are final and there is no appeal. They 
are to be executed by the parties themselves, failing which 


Practical 


Tis not always appreciated. in how many ways life 

assurance (in one form or another) can be used to help. 
a widow in a really practical way. id 

In the first place, if a widow’s late.husband has been 
prudent, she may very well have a worth-while capital sum, 
which, in some. way, must be converted into income. This 
will be so if the capital is insufficient to allow for invest- 
ments to be bought (or retained, as the case may be) with 
the widow simply living off income without dipping 
into capital. Often, some of the capital will have to be used 
to purchase an annuity. 

Understandably, however, widows do not always want 
to commit a substantial sum to an annuity, knowing that it 
cannot be recovered in the future. After all, a widow's 
circumstances may change; she may remarry or may wish 
to hand over capital to her children at a later date. For 
anyone in that kind of position, quite a,good compromise is 
a ten-year income bond, with the option to take either a 
return of the full purchase price at the end of the ten-year 
period, or the higher annuity for life. 

Even if, at the end of the ten-year period, the aim is to 
Secure the highest possible income for life, it is likely to be 
best to take the cash option. This is because the capital 
element for the. deferred annuity will be based on the 
original price for the bond, and not on the cash option 
available at the time. 


Split oürchasa | 


The Scottish Provident Institution appreciated this aspect 
when it introduced its split purchase investment annuity. 
As a result, it guarantees the.same gross return from an 
immediate annuity bought with the cash option as would 
be obtainable under the deferred annuity. There is, how- 
ever, no need to purchase the immediate arinuity from the 
Scottish Provident. Tf, at the time, another office is offering 
more competitive annuity terms, the cash can n be taken from 
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the People’ s Court will enforce themi in. aene with the 
law. pom 
. It appears that in most circumstances the A bisration 


Commissions. have. arrived at satisfactory decisions, ;and 


can provide: redress in cases where. PRC foreign trade 
organizations might otherwise be able to plead sovereign, 
immunity as a defence to Court actions. They are preferable 


to other alternatives such as bringing an action iH ti ! 


People's Courts. 
The Chinese Ministry of F oreign. Trade in'a statérnerit 
has said: ‘We stand for the developnient of trade; with: all 


countries in the world on the basis of equality and ‘mutiial 


benefit. In our time no country can, develop its economy in 
isolation. ‘The more an economy develops, the more foreign 


trade 1s needed. Thi is true of both capitalist and socialist a 


countri ies." 
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the Scottish Provident and used to purchase an immediate 
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annuity from any other office in the market, without any 


" loss of benefit. 


One of the practical difficulties boe most lite: | 


annuities is that the benefits are fixed for life; as a result, 


inflation has the effect of reducing the purchasing power of 
the benefits. If an annuitant can afford to accept a lower ` 


initial yield than would be obtainable from a fixed annuity, 
it may be advantageous in the long-term to purchase an 


annuity where the benefits increase automatically, or to - 


take an annuity contract linked in one way or another to 
equities or to a property bond. 

An attraction with some of the equity-linked. and pro- 
perty-linked annuities on the market is that, after they have 
been running for some time, they can be commuted for a 
cash sum. 'T'his can be taken as cash if the annuitant has 
had a change of circumstances. On the other hand, quite 
irrespective of health, the cash can then be re-applied to the 
purchase of a further annuity. 

. This is not such a pointless operation as it may appear. 
Because the annuitant will be oldér, the capital element of 
the annuity will be higher, with the result that a lower 
proportion of each payment from the insurance company 
will be taxable. 


Naturally, an insurance company makes some PR for 


annuities for cadi and not to re-apply the cash for a further 
annuity, almost certainly the insurance company: will 
require a medical examination to be undertaken by a 
doctor of its choice, but at the expense of the annuitant. 
The actual commuted value will depend to a great 
extent on the medical report when the intention is to take 
cash rather than to use it to purchase a further annuity. 
'This is understandable, because the company has to adopt 
a fair attitude for the benefit of the fund as.a whole. 
Clearly, it would be unfair to repay a substantial capital 
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sum if it appcared;that the annuitant might die. within the 
course of the next few months. Fortunately, no medical 
evidence is. lkelystobe needed: if-the' annuitant decides 
to Teinvest the comrnuted-value iin a further! annuity. 
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. A point whick needs to be borne in mind i in { corinéction with 


the commuta-ion of an annuity is that 'commutation is a 
chargeable event under section 396 of the Income and 
Corporation "axes Act 1970. As a result, there may be a 
hability to higher rate tax (less basic rate tax), subject to 
"top slicing relief”. | 

The norma. procedure is to add the commutation value 


to the capital content of the instalments of benefit paid 


prior to commutation. From this figure i$ deducted the 
original purchase price paid for the znnuity so as to arrive 
at the “profit achieved by the annuitant to date; this 
profit is then divided by the number of full years for which 
the annuity hes been in force. The resultant figure is added 
to the annuitznt's income for the tax year in which the 
commutation takes place so as to determine the rate of 
income tax. Tais rate (less basic rate tax) is then applied to 
the entire profit element. 

Unfortunately, not all elderly widows are in a position 
where they have a reasonably substantial capital sum. 
Often, while they own the freehold of their house, they 
would like to have an increase in net income. This is 
where scheme: such as the home income plan devised by 


. Antony Gibbs (Mortgage Services) Ltd, and underwritten 


by Unitholdezs Provident. Assurance, can come to the 
rescue. 

Basically, th s type of scheme is a “package deal’ whereby 
a loan is raisec against the security of the house, which is 
then used to purchase an immediate annuity. The home 
income plan has the advantage that a recent improvement 
means that the whole of the benefit need not be taken as 
income. A cash sum can be taken as well when the arrange- 
ments are madz, 

With this scheme, the annuitant remains in possession 
of the house curing her lifetime, and benefits by subse- 
quent increases in its value. For instance, further loans can 
be arranged (ar.d annuities can be purchased) as the house 
increases in value. Or if, at the outset, the maximum loan 
was not taken, subsequent loans can be arranged at a later 
date. ‘There is, therefore, a built-in hedge against inflation 
in that steps can be taken to increase income aer the 
initial arrangerrents have been made. 

When the scheme was first introduced, the minimum 
acceptable age “vas 7o for both men and women. This was 
because the ne- yield from the annuity would not have 
provided a suficiently high extra income, after the de- 
duction of mor-gage interest, for anycne at younger ages. 
Now, however, the scheme is open to anyone over the age 
of 65, althougr with a stipulation that, if the house is 
occupied by two people, both must be not less than 7o. 


This is because the yield from a joint life and survivor 


annuity at 65 would not produce a sufficiently high return 
after deduction of mortgage interest. 

Unless a tax-free lump sum is required, the rate of 
interest is fixed at 74 per cent gross. In fact, this is an 
artificially low level of interest, and this is taken into account 
in fixing the yeld from the annuity. Thus, the annuity 
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yield will not be so favourable as if the equivalent amount 
of cash. could be used to purchase an annuity. 

For a widow over the age of 70, a tax-free cash option 
can be taken. Up to 10 per cent of the amount to be raised 
as a mortgage can be taken iri cash. Since the maximum 
mortgage is 8o per cent of the current value, this represents 
8 per cent of the current value. 

The cash can be used for any purpose at all — whether 
connected with the house or not. There is, however, a 
stipulation that, if any existing mortgage is in force when 
cash is taken, this must be discharged out of the cash 
payment, so as to give the life office a first charge on the 
property. 

If cash 1s taken in this way, the fixed rate of interest is not 
74 per cent, but 8 per cent — charged on the whole of the 
loan. 

Although the borrower initially pays for the valuation 
fee, this 1s returned on satisfactory completion, provided 
the maximum loan is taken. À deduction of 13 per cent of 
the amount raised by the mortgage is made by the in- 
surance company to cover the legal and valuation costs. 


Last resort 


Sometimes, instead of taking an annuity, a house can be 
sold and a cash sum can be taken at the time. In this event, 
dependent on age and the type of property, the discounted 
figure paid may be about half the current value, with the 
widow remaining in possession for the remainder of her 
lifetime. Generally, however, this arrangement should be 
looked upon only as a last resort; selling a house can be 
unfair when it would otherwise be left to a son or daughter. 
Furthermore, anyone who has sold their house in this way 
cannot benefit from future appreciation in its value. 

A widow dependent on a son or daughter may be in 
serious financial difficulties if the son or daughter should 
predecease her. In this event, some life assurance on the life 
of the son or daughter may be necessary so that, in the 
event of his or her death, there would be a capital sum 
with which the widow could purchase an immediate annuity. 

One way of tackling this problem is for the son or 
daughter to arrange a non-profit whole life contingent 
assurance policy — to pay a set sum in the event of death 
before his or her mother. This capital sum can be used 
to purchase an immediate annuity for the mother. 

The policy can be on a non-profit basis, since the longer 
the interval before the death of the son or daughter, the 
greater will be the yield obtainable on the set sum if an 
annuity is bought, as the mother will be that much older. 
This is, in fact, a built-in hedge against inflation in the 
period before the death of the son or daughter. 

There are two ways, in which the policy can be arranged. 
The son or daughter can pay the premiums towards a 
policy written under trust for the benefit of the mother; 
he or she wil be able to claim the statutory relief of 
income tax on the premiums paid, and the question of 
estate duty in connection with the policy should not arise 
since the premiums, almost certainly, would be looked 
upon as normal and reasonable expenditure. 

On the other hand, the son or daughter could covenant 
enough to meet the premiums to his or her mother, for her 
to take out a similar policy on the life of the donor. No 
income tax relief could be claimed, but there would be no 
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question of estate duty on the proceeds from the policy.’ 
The covenanted' payments should be normal and reason- 
able. The drawback to this type of arrangement is that, 
in ‘most cases, the mother will die first, and the premiums 
wil have been wasted. ^ . . | 
For anyone who can afford to pay more, a sensible 


. alternative is to take a whole life policy intentionally for the 


mother. But, if by the time it is a claim, she has died, the 
money can go to the life assured's wife or anybody else. 
A with-profit policy is generally better value for money, 
and so it could be a good plan to take a bonus-reinforced 
whole life policy. In this way, there is a high guarantee in 
the event of early death — since it is the possibility of death 
in the early years which is of interest to the mother. In this 
way, whenever death occurs, either the guaranteed figure 
will be paid or, if greater, the basic sum assured plus 


bonuses declared to date. 


Estate duty mitigation: . 

One aspect which should not be overlooked is mitigation 
of estate duty. Clearly, the best arrangement will be for the 
widow to make gifts during her lifetime, so far as is possible. 
Nevertheless, it must be remembered that the. donee of an 
outright gift will incur a liability for estate duty on the 
gifted property if the donor should die within seven years 
of making the gift. The duty charged will be calculated on 
the value of the property at the date of death, with a 
percentage reduction in the value if the gift was made in 


the fifth, sixth or seventh year before death. 


In this situation, the donee has an insurable interest in 
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duty liability on the gift. The donee, therefore, can arrange 
a seven-year temporary assurance on the life of the donor, 
for an amount sufficient to pay the duty. Often, for an 


the life of the donor to the extent of the potential estate - 


additional premium, an option can bé included to cover the : 


possibility of legislation extending the seven-year period. Tf, 


therefore, the period should be extended, it would be - : 


possible to extend the insurance policy, irrespective of the 


donor’s state of health at the time. . 
If, on the other hand, a settlement. is made. and the 
settlor dies within seven years of making the settlement, 


there will be a liability for estate duty on the value of the HO 


settled funds at the date of death. ‘The trustees will be 
accountable for the duty, but can arrange a policy to protect 
the trust funds. | 

A point to watch is that the trustees may be in breach of 
trust if they are not authorized by the settlement to effect 


life policies. Their investment powers may be wide enough : 


to protect them and permit a whole life policy, but not a 
temporary assurance, to be effected. 
If the trustees pay the premiums from capital, the 


policy moneys payable on the death of the settlor will ' 
merely increase the value of the settled funds and the estate ` | 


duty chargeable. Nevertheless, section 38 (14) of the 


Finance Áct 1957 removed from the property chargeable 
with estate duty any accumulations arising from a power 


_ given to the trustees to accumulate income. If the trustees _ 
exercise that power and pay the premiums from the > 


accumulated income, the policy moneys which represent 
those accumulations, also, will be free from duty. 
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Facility or Advantage? ` 


Meaning of ‘Business’ for VAT 


by HUGH MAINPRICE, LL.B.. 


Recent decisions of the London VAT Tribunal on the liability of clubs, E OM 


associations and learned societies have introduced an element of doubt and. 


uncertainty, possibly stultifying the intention which Parliament sought to B i 


NE of the principles of VAT is that the-tax is only 
? chargeable on supplies made by taxable persons in the 
course of businesses carried on by them. In the normal 


- commercial sense it is easy to understand what is, and what 


is not, a business, but there are certain peripheral activities 
undertaken by non-profit making bodies which would not 
strictly be described as business undertakings. None the 
less, some of these activities are in direct competition with 
commercial ventures. An obvious example of this is where 
a private members' golf club is situated in an area where 
there is a municipal golf course, or a golf. course run by a 
proprietary club. Because of the principle of mutuality, a 
private. members' club is not in business in the accepted 


sense. of that term. Nevertheless, because of the all- 


express in section 45 of the Finance Act 1972. . . 


embracing nature of VAT, the facilities provided by a’ 


private members” club may be exactly similar to the facilities 
provided by a commercial venture. ‘There would be an 
obvious distortion if private members” clubs were to escape 


the VAT net. © : 
For this reason, the meaning of the word 'business' for 


VAT purposes has been extended to include a variety of .. ' 


undertakings, including. private members’ clubs. Section .: 


45 (1) of the Finance Act 1972, states that the word 
‘business’ includes: ` | ts 


'(b) the provision by a club or by an association to which 
this paragraph applies of the facilities available to its: 
members; and 

. (c) the provision by an organization ^ to which this 


~ 


instance, 
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paragraph applies of the advantages of membership.’ 
These two subsections are explained in section 45 (2) which 
reads: 

‘Paragraph. (5) of the preceding subsection applies to any 
association providing facilities for its members but shall 
not be taken to apply to an organization of workers (within 
the meaning of section 61 of the Industrial Relations Act 
1971 as extended by section 86 of that Act); and paragraph 
(c) of that subsection applies to any organization of persons 
carrying on a trade, profession or vocation. and to any as- 

. sociation of such ‘organizations, but only if the organization 


. or association so elects by notice in writing given to the 
Commissioners.’ 


K 


Parliament's intention 


On the face of it. it appears that the intention of the drafts- 
man was to inc.ude members of clubs and other similar 
associations within the tax net, but to allow professional 
organizations an option as to whether they wished to be 
taxable or whether they wished to remain outside the scope 
of the tax. Unfortunately, the use of the word ‘facilities’ 


.in section 45 (1) (5) and the word “advantages” in section 


45 (1) (c) has led to a grey area which has not been clarified 
by the recent decision of the London VAT "Tribunal in 
the case of the Club Cricket Conference v. Commissioners 


of Customs and Excise (The Accountant, July sth). 


Ín the judgment on that case, the learned chairman said: 

“In our judgrrent, on the true construction of section 45, 
paragraphs (b) end” (c) thereof are not to be regarded as 
mutually exclusive. If an association is providing “facilities” 
for its members, it is to be regarded as carrying on a business, 
notwithstanding that such “facilities”? may be advantageous 
or “advantages” to the members.’ 

Later on thé judgment continues: 

‘In our view, the word ''facilities" has zo be given its nor- 
mal everyday meaning, which we hold to be the means or 
opportunities to do something more easily.' 

It is clear from the above that, if the learned chairman 
is correct, it will Ee nearly impossible for any organization 
to claim the option afforded by section 45 (x) (c). It is 
difficult to envisage any sort of organization which does 
not supply “facilities” of some sort to its members. For 
The Institute of Chartered Accountants in 
England and Wales has a building in the City of London in 
which its members can obtain a lunch. This is obviously an 
“advantage”, but it seems equally clear that it is also a 
“facility” — at least to the extent that it enables members 
to obtain a lunch more easily than they could otherwise 
do in that part of London. Similarly, the Law Society has a 
library available for its members which enables them to 
look up points of law more easily than they could otherwise 
do were there not such a library. So 1f the judgment in the 
Club Cricket Confer2nce case 1s to be strictly applied, section 
45 (1) (c) would become otiose. This was never the in- 
tention of Parliament and, if the wording of the 1972 
Finance Act has created this situation, it is obvious that an 


amendment is esser tial. 


Zero-rated supplizs 


If the position had remained as it was under the decision 
in the Club Cricket. Conference cese, the matter might at 
least be clear for the moment. However, following that 
case there was a -urther appeal to the London VAT 
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Tribunal on the question of “facilities” in the case of 
Alpine Garden Society v. Commissioners of Customs - and 
Excise (The Accountant, July 19th). In that case, the Alpine 
Garden Society appealed on the grounds that the majority 
of the facilities which they gave to their members were for 
the supply of zero-rated books and leaflets. "They contended 
that, if their subscription income was subject to VAT, it 
should only be that portion which was referable to 
facilities taxable at the standard rate, and not on ie sub- 
scription as a whole. 

By a majority, the Tribunal decided that the intention 
of the legislation was to tax the payment for facilities sup- 
plied by an association to which section 45 (1) (b) applied, 
regardless of the nature of the facilities supplied. It is 
interesting to note that the dissenting opinion in the 
Alpine Garden Society casé was given by the Tribunal 
chairman — a lawyer and full-time member — and the 
majority decision was given by the two part-time lay 
members. If the Alpine Garden Society case is a correct 
interpretation of the law, it leads to the following pe uhar: 
ties: 

(a) subscriptions to youth clubs are taxable notwithstanding 
the provisions of Item 4, Group 6, Schedule 5 of the 
Finance Act 1972 which purports to exempt youth 
clubs; and ' 

(b) the subscriptions to lending libraries are taxable, not- 
withstanding that the supply or loan of books, for which 
the subscription is paid, would be zero-rated. 


Anomalous position 


I cannot accept that it was the intention of the Legislature 
that either of these two forms of subscription income 
should be subject to VAT. Further, in the Alpine Garden 
Society case, it was conceded by HM. Customs and Excise 
that, were a subscription to be split so that, say, 25p was 
the subscription and £2-25 was to be payment for literature 
received, notwithstanding that members were obliged to 


purchase the literature each year, VAT would only be | 


chargeable on the 25p subscription and not on the total of 
Í2:5o0. Additionally, it seems ridiculous that a lending 
library which charges a fee for each book borrowed should 
not have to charge tax on these fees, whereas a similar 
library which compounds its lending fee into an annual 
subscription should be subject to the tax. 

In his dissenting judgment in the Alpine Garden iii 
case, the chairman of the Tribunal stated: 


' At the end of the day, this appeal turns on the answer to 
the question “What is a member's subscription consideration 
for?"; or, to put it even more colloquially, “What does a 
member get for his subscription?”. The proper answer, in 
my view, is ‘“The quarterly bulletin, the year book, and the 
other facilities listed in exhibit EMU 4". 

“For these reasons, 1 would for my own part accept Mr 
Whitworth's main submission [for the appellant society], and 
I would allow the appeal in respect of Mr Rowe's membership 
to the extent of holding that tax should not be charged on that 
portion of his subscription which is fairly to be apportioned 
to the zero-rated goods and services supplied by the Society, 
namely the quarterly bulletin, the year book and the aaa 
service.’ 


With this view I would respectfully agree. One can only 


hope that the matter will be considered by the Divisional 
Court in the near future, so that the position can be rectified. 


September 27th, 1973 - 
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B Cash Flow Requirements 


of British Relay Wireless 


I RELAY Wireless and 
Television's accounts are improved 
this year in content and presentation. 
‘The year's results are presented in the 
light of some changes in the accountancy 
treatment', and attention is drawn first to 
the smaller oi the two changes. 

For reasons best known in the board- 
room, British Relay's accounts treated 
SET as something special. The SET 
figure was shown: separately so that there 
were trading profits shown gross and net 
of SET. Why that should have been so 
could only logically be explained by the 
assumption that British Relay's directors 
did not think that the company should 
have been liable to SET and therefore 
as a gesture of defiance the cost of the 
tax was shown separately in the accounts. 

But now that SET is no more there is 
no longer any need for defiant gestures 
and the item is removed from the 
profit and loss account and the com- 
parative figures correspondingly ad- 
justed. The other change in the accounts 
is more significant and the detail of it 
is provided in Note 6 to the accounts. 


Extended credit 


In 1969 the directors decided to take 
advantage of a trade scheme sponsored 
by television manufacturers whereby 
television sets were bought on extended 
periods of credit. 

Included in the price was ‘an element 
of. interest’. The higher price was 
capitalized and depreciated on the com- 
pany’s normal depreciation’ basis. But 
with interest rates rising and credit 
periods lengthening it was felt that such 
a method of accounting if continued 
‘would not reflect properly the correct 
profit... 

Instead, the full interest or credit 
charge on: deferred trade payments has 
been charged against profit and the 
depreciation charge reduced accordingly. 
The previous year figures have been 
shown on the new basis and the adjust- 
ment for the period up to May rst, 1971,” 
„has been shown as a deduction ‘of 
£186,000 from the balance brought 
forward on ptofit and loss account. 


Last year British Relay's accounts were 
given a new layout, and with the im- 
proved presentation there was an ex- 
tension of the information provided. This 
year there have been some further 
improvements, principally the inclusion 
of a' source and application of funds 
statement. 

The statement comes immediately 
after the statement of accounting policies 
and notes and 1s followed by the financial 
calendar and analysis of ordinary share- 
holders, and finally by a ten-year record 
which includes a cash flow figure and 
provides 'per share' figures for earnings, 
dividends, cash flow and net assets. 


Borrowing powers 


Cash flow considerations are of para- 
mount importance in British Relay’s 
operations in cable televison, television 
rental and domestic electrical retailing. 
Money requirements are beginning to 
overtake the board's borrowing powers, 
which since 1955 have been limited to a 
sum equal to issued capital and adjusted 
consolidated reserves. 

On the basis of the latest accounts the 
borrowing limit would be £15,360,000, 
but in view of requirements ahead the 
limit is planned to be raised to one and 
three-quarter times capital and adjusted 





Mr Barry King 
Managing Director 


reserves, which on the. present figures 
would increase the borrowing powers 
to £26,880,000. The proposal requires 
the consent of preference shareholders 
who are offered the inducement of an 
increase from 61 to 8 per cent in dividend 
rate — or from 4:55 to 5'6 per cent net in 
new form. 


Foreign currency loans 


Ín the context of cash comes the extra- 
ordinary item of £473,000 in the profit 
and loss account. The figure is the loss 
that would have been incurred if the 
company's £2 million foreign currency 
loan had been repaid at exchange rates 
ruling at: the accounting date. The 


loan is not due to be repaid until 1975 


and the exact position will not be known 
until repayment is actually made, but 
it is considered ‘prudent to make the 
provision”. 

When the joan was negotiated i in 1970, 
borrowing conditions were cramped and — 
‘funds -essential for the continued de- 
velopment of the business were not 
readily available from other sources”. 
Offsetting the costly foreign exchange 
element in repayment (assuming that 
1975 is no worse than now) there 1s the 
point that a corresponding UK loan 
would have cost some £150,000 more in: 
interest charges over the same period. 

The source and application of funds 
statement indicates the extent of loan 
and shorter term borrowings used to 
finance the year's major expansion in 
business, with bills payable in particular 
showing that the company is allowed 
extensive credit by its suppliers, ' par- 
ticularly in relation to capital expenditure 
on television receivers. 

The borrowing base meanwhile has 
been strengthened by the writing: in to 
the accounts of a revaluation of properties. 

VAT is an inevitable complication. 
Transitional relief from VAT was 
negotiated in respect of rentals paid 
under agreements entered into before the 
inception of the tax. Although the first- 
year relief is more than twice that of the 
second year, it still falls far short of the 
amount needed to compensate for the 


408 
purchase tax element in the subsisting 
rental charges, 

The rental iadustry as a whole 
decided that VAT on rentals arising 
under contracts subsisting at April 1st, 
1973, could not be passed on and would 
be borne by the companies. Under 
normal conditions it would have been 
possible to forecast a further substantial 
increase in profits this year, but VAT 
will have a “significant effect upon profit 
growth’. 

Apart from the considerable sum being 
absorbed, the apolication of VAT has 
other implications — mainly upon the 
relationship between re-hire rentals for 
pre-April equipments which have borne 
purchase tax and yet are subject to the 
full rate of VAT, and those for new 
equipments costing substantially less. 
The overall effect is determined by the 
number of sets displaced and re-hired — 
and this is a substantial figure in mono- 
chrome sets. 

Another factor zn profit projections is, 
of course, the current unprecedented 
level of interest -ates, with Stage III 
controls an added uncertainty. 


Redland Clarity 


TYLE, clarity and information are 

expertly blended in the 48 pages of 
thé report and accounts of the Redland 
group of companies manufacturing and 
supplying materials and services to the 
building and civil engineering industries. 
Sales at £117,724.000 head the group 
profit and loss account, the second item 
being operating costs £93, 317,000 to give 
a net {24,407,000 from which deprecia- 
tion and depletion zharges of £5,948,000 
are deducted to g:ve trading profits of 
Á.19,459,000. 

To that figure thare is added £956,000 
of profit from surp.us land and property 
sales, £856,000 of “other income' and 
£2,491,000 “share o” profits, less losses, of 
associated companies’ — a figure which is 
not inconsiderable against the trading 
profit of £18,459,000. 

Note 2 to the accounts breaks down the 
Á117,724,000 of group sales and profits 
pre-tax into terms of United Kingdom 
and overseas subsiciaries, the total pre- 
tax profit being £13,012,000 to which is 
added the £2,491,900 of the share of 
associated companies profits but without 
indicating the share of those companies’ 
sales. 

Yet on page 4o there is a seg- 
mented circle diegram showing the 
geographical analysis of sales ‘including 
the appropriate prcportion of the sales 
of partially-owned subsidiaries and as- 
sociates”. The analysis is purely in per- 
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centage terms and the total 
analysed is not stated. 

Inclusion of the share of associated 
companies! sales is therefore implied 
in the percentage analysis but is not 
stated in the accounts. The non-state- 
ment of associated sales is admittedly 
the rule, and the only instance of the 
inclusion of such a sales figure in the 
accounts that this column has come 
across is in the Tunnel Cement accounts 
where the profit and loss account opens 
with group external sales of 24,063,000 
followed by 'Share of associated com- 
panies £6,535,000' — but if share of 
profits why not share of sales? 


Cray Electronics 


R K. W. BEVAN, F.c.A., appointed 
a director of Cray Electronics on 
October 10th, 1972, reports for the 
first time as chairman on the group's 
accounts. They are for 16 months to 


April 3oth last and covered a period . 


during which the annual turnover of the 
group has been increased through mer- 
gers from approximately £1 million a 
year in 1971 to a total at present forecast 
of approximately £7 million for 1973-74. 

The latest in the string of mergers — 
with C & N Electrical Industries — was 
not completed until after the accounting 
date but a pro-forma consolidated balance 
sheet including C & N is provided in the 
report. The pro-forma account shows 
funds employed of {2,278,244 as against 
£1.137,561 for the group as at April 
30th and £468,680 as at the previous 
accounting date of December 31st, 
10971 

Mewes have changed the character 
as well as the size of the company and the 
new board (there has been a complete 
change in the boardroom as well) con- 
sider the company’s name should be 
changed and that ‘Engineering’ would be 
a better word in the title than ‘Elec- 
tronics’. But Mr Bevan reports difficulty 
being experienced in obtaining the 
consent of the Registrar of Companies 
to any of the names that the board 
considers appropriate. 


Town and City Properties 


N property revaluations under current 

conditions the method counts as much 
as the result. Recognition of that point 
comes in the Town & City Properties 
report and accounts where the chairman, 
Mr B. D. East, tells shareholders: ‘I 
consider it important that you should 


know how we arrive at the value of. our 


property assets’. 

He sets down the board’s policy. The 
valuers - Healey & Baker in the UK; 
Jones Lang Wootton on the Continent; 


figure 
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Hillier Parker May & Rowden and Jones 
Lang Wootton jointly in Australia, and 
Ryan Elliott & Co in the US, were 
instructed to give their opinion of the 
fair market value as at March 31st, 1973, - 
of all the individual completed properties 
held for investment as between a willing 
seller and a willing buyer. 

On properties being developed 'the 
valuers were instructed to value the 
whole group with each in the state of 
development as it exists on March 31st, 
1973, no account being taken of any 
further improvement in value at the time 
of full development and letting. 

In the case of properties held for future 
development, the instructions were that 
they should be valued in their existing 
state on a willing seller/willing buyer 
basis, and again no account has therefore 
been taken of improvement in value 
normally to be expected after develop- 
ment expenditure has been incurred and 
the project developed and let. 

Incorporating valuations on this basis 
the property assets of the group at March 
31st amounted to £356:67 million and 
the valuation revealed, a net surplus of 
almost £171 million on book values. To 
keep shareholders up to date with move- 
ments in asset values a valuation of 
property assets wil be made every two 
years. 


lilingworth Morris 


N the wool textile industry Illingworth 

Morris & Co is well known for its 
policy of piling up equity interests in its 
competitors. With group turnover of 
£70'4 million in the year to last March 
and pre-tax profits of £4:65 million, 
Illingworth Morris commands the heights 
of the industry. But 'the group has not 
adopted associated company accounting 
in respect of investment in companies 
where the holding exceeds 20 per cent 
of the equity capital since 1t does not 
participate in the management decisions 
of those companies. Only dividends 
received are included in the profit and 
loss account. 

Investment income from quoted 
securities is stated at {£186,000 in the 
latest accounts — an increase of {£42,000 
on the previous year. Note 17 to the 
accounts lists the companies in which 
Illingworth Morris holds interests. 

U.K. holdings include 36-65 per cent of 
the £1,161,000 equity of British Cotton & 
Wool Dyers’ Association, 15:41 per cent 
of the £2,280,000 equity of British 
Mohair Spinners, 19'5 per cent of 
£742,000 in Hield Brothers, 35:5 per 
cent of £750,000 in George Mallinson & 
Sons, 23:4 per cent of £599,000 in. 
Troydale Industries and 16°63 per cent 
of £196,000 in Yorkshire Fine Woollens. 
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Es sailors in tie doldrums whistling 
for a wind, stock market operators 
- do some strange: things in the hope of 


conjuring up business. Recently a rush - , 


. of buying of ‘index’ shares late in the 
day was inspired, it seems, by the 


news that “marks” had crossed 7,000.. 


A ’mark’ in stock. market terms is 
a. bargain reccrded for The Stock 
Exchange Official List, the recording 


‘being voluntary and the day's total . 


of ‘marks’ is Lnown an hour or so 
- before. the close of business, which 
shows what an unstable statistic 
‘marks’ are. But 7,000 is a good level 


after weeks and months below 6,000, - | 


and since during that day the market 
had been a shade better, the profes- 


sionals salutec 7,000 marks with some ' 
- hopeful buyirg — not to mention a `. 


"little profit taking on the morrow. 


But this, presently, is the kind. of 


factor that moves equities rather than 


* Southport or 3lackpool Mark lor Mark . 


H, Stage HE Nairobi or any other 
.. apparently urgent matter. A look at 
, figures of' surging company profits 
may suggest that much good news is 
being wasted on an .unreceptive 
market. 


That is sc, but even. bad news is : 


wasted as vell — if wasted is the right 


word. The: equity market seems im- ` 


" pervious to news of-any kind unless it 
-is the entire y ‘inside’ news that ‘marks’ 
.are over 7,300 and there might be a 
- quick small profit for the taking over- 


lead. 


POLITICS 


*, Having bean castigated one week-end 
'. by the Government for: deciding to 
.lend long-term money at 11 per cent, 
the build ng societies the following 
- week-enc saw that the same Govern- 
ment was preparing to borrow money, 
. ultra sho t-term, virtually at the same 
. rate. 

‘Do as |. gay, not as | do’ was a 
Victorian admonition that even the 
Victoriars considered a little unjust. 


But when politics intrude, justice is 


forced Quit. 


gare To such straits do the doldrums 


, 
3 23 3 


Q 
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^ ACCOUNTANT 


Building society. lending at 11 per 


cent is front- -page, bad political news. 


The Government issuing £600 million. 


of 103 per cent 1976 at £98.75 per 


cent is news that can be safely hidden 


on the inside pages. 


' SPECULATION 


] It now seems that eager beavers in 


Nairobi.caused the rush against the 
French franc in. the foreign exchange 
market. The International Monetary 
Fund has much to answer for, not least 


the atmosphere of crisis that annually 


surrounds its full-scale meetings. . 
It is, to a degree, understandable 

that a crisis atmosphere should be 

created. Members of central banks and 


“governments, as well as the press, have 


to justify their attendance in some way. 
When there is nothing official to report 
other than that no decisions have been 
taken, there has to be something 
unofficial to justify the whole affair. 
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` BREVITY ba 
The Stock Exchange's new film, titled ` 
like the original “My word.is my bond’, 
has the attribute .of brevity among 
other things, By this column's. watch 
the film, ran 172% minutes. To this 
viewer it seemed a modernized and. 
most polished remake of the original. 
It attempts to explain how The Stock 
Exchange works and how people at 
large depend - on it in some. way or 
another. a 
The original ‘My aor is my ‘bond’, 
is judged to have been seen by about 
5 million people in 15 years, and the 
new film will be available in the same 
way as the old one to schools, clubs, 
societies ‘and so on. 
The film is. a mixturé of public 


relations and primary — even elemen- -` 


tary — education. Judged on-that basis 
— and assuming it was made on that 


basis — the film succeeds, but please 


can somebody turn the sound down. 
in The Stock Exchange cinema. 


Rates and Prices . 


i Closing, prices, Monday, September 24th, 1973 © 


t 
7 


'Bank of England Minimúm Lending ne 


Mar.23,1973 .. 8396 May18,1973 .. 7396 
April 13,1973 .. 8 % June22,1973.. 73% 
April 19,1973 .. 84% July20,1973 .. 9% 

8% July 27,1973 .. . 11356 


May 11,1973 .. 


- Finance House Base Rate 
September 1st, 1973. 1296 


7 Money Rates ' 
Day today .. 


93-11 % Bank Bills 
7 days 93-10 % 2months 124-1134% . 
Fine Trade Bills . 3months 124-114% 
month .. 12 -113% 4months 121-12 .% 
2months .. 134-12 % 6months 1234-124% 
3months .. 14 —13 96 . zh 


: Three Months' Rates 


. Local authority deposits 13 —13196 
Local authority bonds - .. € 1334-124% 
FT Industrial Ordinary Index Sterling deposit certificates 134-134% 
. September 24th, 1973.-422-3 Euro-sterling deposits 18 -163% 
Euro-dollar deposits 104—1134% : 
-© Treasury Bills "e l | Foreign Exolianges. E 
. July20 .. £8-3772% Aug. 24 ..£10-9754% New York.. 2-4238 Frankfurt . 5-8650- 
July27 .. .£10- 8915% , Aug. 31 ..£10:9744% Montreal .. 2:4470 Milan . 1368-50 . 
Aug.3. ..£10: 78005; Sept. 7 ..£10.986296 Amsterdam  .6:1650 Oslo 13:3600 ' 
Aug. 10. ..£10:9076% Sept. 14 ..£10-950796 Brussels ..: 89-0500 Paris 10-2700 
Aug. 17 . ..£10-952096 Sept. 21 ..£10-9826% Copenhagen 13-9200 Zürich .7-3000 
Ad E 5 l E Gilt-edged - ns : 
Consols 4% . e s. s o. 948 Treasury 996 1994 "CE 823 ' 
Consols 23%... v "MEE .. 21%. Treasury 84% 84-86 . .. ' '.. ..* 831. 
Conversion 3196 Pur Amd m .. 30% Treasury 8196 87—90 T va ne 784 
Conversion 51% 1974 .. ‘963 Treasury 634% 1976 Res. dea . 4. 89i 
' Funding 34% 99-04 "M .. 36% , Treasury 34% 77-80 .. 25 T 693 
‘Funding 51% 78-80 "em |i. 75% ' Treasury 33% 79-81 665 
Funding 53% 82-84 _.. So “eg? M Treasury 5% 86—89  . 56i 
Funding 53% 87—91 ET HR .. 59% "Treasury 5196 08-12 498 
Funding'6% 1993 .. a i i 594 Treasury 24% 212 
Funding 64% 85-87 P». s ov AN . Victory 4% .. ha 961 
Savings 3% 65-75 .. eo €. 89% — War Loan 34% Ea 314 
. Retail Price Index (Jan. 1962-100) : 
Jan. Feb. Mar. Apri May- June ` July: Aug Sept. Oct. Nov. . Dec. 
1971 147-0 147.8 149-0 1522 153.2 1543 155:2. 155-3 155-5 156-4 157-3. 158-1 
1972: 159-0 -159.8 160-3 161:8 16377 164-2 165-5, 166.4 168.7 168-7 169-3 3702 
1973 1713 1724 173:4 1767 178-0 178-9 179-7 dn i | 
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Many hundreds of accountants have found the right job | 
through this useful service. | We care for 


FREE LISTS OF VACANCIES thousands of 
will be posted to you or you can call at our Information Cant ; children 


and - without any form-filling - study the classified registers. 


Over 500 vacancies in the U.K. and overseas offer you the l every year 


widest choice. Ring for relevant list! 


Public Practice: L. Kelleher, 01-628 4550 (with a little help from you) 
More than 300 Professional firms utilize our services in - 

engagement of all grades of staff from Articled Clerks 

to Partners. Salaries: U.K. - up to £5 ,000; Overseas — up to 

£10,000. 


Commerce and Industry: R. Thornhill, 01-628 8860. 
Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to. £7,0004-. 


Temporary Staff: M. Farrer, 01-628 0391; 
Terms are better than is usual for temporary assignments. 


RICHARD OWEN ASSOCIATES 


| Box 23,47 Finsbury Cout ^ : Help Now! Donations to:- 
Finsbury Pavement, London EC2A IHT i l NATIONAL CHILDREN'S HOME 


; i 85 HI 
Note: Week-ends and evenings answering service 01-628 8860 GHBURY PARK, LONDON N5 1UD. 


— 












aprés-ski! Start planning 
for next winter now. Pick 


READY-MADE COM PANIES 


M. 


, - 
« 
~ 


up this Snow jet brochure 
at your Trável Agent, 


Snowjet 73/74 | “| 
LEWIS, COATES & LUCAS LTD nowjet | | 
E Snowjet pe i: at your | | 
ravel Agent now — packed with snow i 
IM S DRI cas and ski reading enough to carry you | I 

right through summer. 25 resorts in 
COMPANY AGENTS. Austria and Po all a e si | | 
"NE experience and intimate knowledge o i 
o Draft Memorandum and Articles the slopes that has marked Snowjet | l 
supplied by return of post i holidays for 5years. All daytime [ 
e C Seal d Book: weekend flights, from Luton, Gatwick | IF 
ompany oeais an GOKS and Manchester. Plus the popular Snow 2 | 
e Notepaper, Bills, etc., printed a ade D id peg pack- i e $ : 
and options for experts. All put together. ; 
e Rubber Stamps at prices that leave you more | Z4 | 
O |. All office requisites SA thana little to spare for | | 





or post the coupon. 
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Slowly, but surely, the familiar scene of the 
City of London is changing. The monster 
tower block in the picture is more than just 
another building. it is the new home of the 
Stock Exchange, as seen from the steps of 
the two hundred year old Mansion House. 


« Md 


T 


+ * pe REC 
af Es Pi ad R, 
t ^» a ave 


/ 3 
: 
. 
: : 
ato 
i 
3 


-— 





The written word and the illustration are the means of recording the events both great and small 
of our civilization. The Staples Printing Group is privileged to be concerned with the task of 
converting them into the printed page, for books on every conceivable subject, periodicals, 
reports and acccunts, catalogues and directories. 
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Moving Sideways 


A STRONG technical rally on Monday of last week and 
on the previous Thursday and Friday left equities 20 


points up from their low for the year. But the subsequent: 


overall downturn has exposed the continuing weakness of 
investment demand from the institutions which is the 
pre-condition of a general recovery. Buyers feel that, 
following the Prime Minister's talks with the CBI and TUC, 
the restrictions to be imposed under Phase Three of the 
Pay and Prices Policy will militate against companies' 
trading profits. 

Until these uncertainties are resolved therefore, and, 
there is some sign of a fall in interest rates (which is none 
too apparent at present), the most that markets are likely 
to do is to move sideways. As always take-overs and special 
situations attract interest, but buoyant profits are often 


the signal for profit-taking rather than a sustained rise in 


the share price. Nevertheless the market has shown sur- 
prising steadiness in the face of some very bad trade 
figures of late and this has led to the theory that the market 
will be bottoming out towards the end of the year. Some 
sharp gains have been scored by Wall Street on the an- 
nouncement of a narrowing in the US balance of payments 
deficit in the second quarter. The monetary situation is far 
from satisfactory, but there seems to be a feeling that the 
turn-round may now not be too far away. 

Below is a selection of British funds and fixed interest 
stocks: 

British Funds 


Yield | Yield 1973 
Price X (flat) (red'n) High Low 
Treasury 823 per cent 
1980-82 ga u$ 87 999 11-30 98 85 
Funding 53 per cent 
1987--91 - "m 60 9-56 10-90 73 59 
Treasury 8% per cent . | 
1997 25 T 78 11:35 11-60 94 77 
Treasury 93 per cent 
1999... " T 85 11:46 11°59 98 84 


Fixed Interest Stocks (Industrial, Commercial) 


Yield 1973 
Price (flat High Low 
Imperial Group 10% per cent 
1990--98 T 86 12:2 106 86 
Bass Chasis " per cent 
debenture 1972-79 .. ; 85 9-8 95 84 
General Electric 72 per cent jene 
1988-93 i e T 66 11-7 82 66 
Grand Metropolitan 84 per cent 
loan 1978—80 i - 84 10-0 96 , 84 


Ordinary shares 


Of the four shares selected this week three — Slater Walker, 
Bowater and Trust Houses Forte — axe near the year's low, 
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while one, P & O, is in a sector which is enjoying boom 
conditions and is nearer the year’s high than the low. 
Shipping is a very cyclical sector but it seems that the 
boom has some way to go before the inevitable downturn, 
and FORO be rewarding. 


PIE 1973 

Price * Yield Ratio High Low 

P & O, £1 shares 340 3-5 11-7 364 269 

Bowater £1 shares 172 3-5 19-9 224 151 

: Slater Walker 25p shares 171 3:9. — . 284 143 
Trust Houses Forte 3s 

shares 184 5:4 13-4 261 164 

PEO 


This company needs no introduction and the shares have 
recently been a firm market following the company's - 
confirmation that pre-tax profits for the year ending on 
September 30th should be ‘substantially’ over the £20 
million already forecast. If dividend restrictions disappear 
under Phase III of the Government's anti-inflation policy a 
doubled dividend for 1972-73 will be distributed, with at 


least a 6:85p dividend on stock increased by a proposed one- ^ 


for-one scrip issue. In the more likely event of continuing 
government restrictions, the company will pay the, 
maximum possible. Shipping is now enjoying:a boom and ^ 
a property revaluation is expected to throw up a {100 
million surplus against the £85 surplus already suggested. 
The company has acquired a shade under 50 per cent of 
Zapata Naess Shipping Company for /43 million and 13 
new ships totaling r:9 million tons are expected to be 
delivered by the end of next year. The one-for-one scrip 
issue should help the share price. 


Bowater 


This company has turned in a pre-tax £20 million in the 
first half of this year compared with {10-5 million for the 
combined Bowater Ralli in the same period of last'year and 
with £16 million in the second six months of 1972. If the 
current half-year sees nothing better than a repeat of first 
half profits, earnings should reach 14:4p per share. Things 
have been moving fast since the merger with Ralli which 
has brought in first-class management. Profits are improv- 
ing in all divisions and the shares of Bowater could take off 
smartly when the market. gets going again. 


Slater Walker 


This merchant bank, like others, is currently out al favour, 
but the week before last the shares were actively traded and 
rose 11 points. In the past week the shares have further 
improved. During the calendar year 1973 the share price 


. fell almost to half the year's high before recovering to the 


present modest 164p, at which price the shares will almost 
certainly prove rewarding in the long-term. The company 
is being transformed from an aggressive wheeling and 
dealing company into a sober investment banking and finan- 
cial services group. In 1974 the pre-tax profits should be 
safely over the £20 million per annum mark. 


Trust Houses Forte EN 


For the year to October 31st, 1972, turnover of this com- 
pany increased from £180:1 million to £212:7 million and 
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pie-tax profit From E 09 citer: to f164 07 siio 
`. "Bearing in mind tat in 1968 turnover was £56°3 million arid 
. pre-tax profit £2-24 million, this was no mean performance. 
"The.company has recently increased its stake substantially 
in Travelodge. International of America and it is is pougne 
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THE high rates of interest. ruling in the 


market have had a number of different 
consequences for individuals. For in- 


stance, yields on income. bonds are now - 


more attractive than at any time in the 
past. In some cases, it can be a profitable 
exercisé to cash in an existing bond, and 


/ >to use the.proceeds to purchase à fresh 


bond with a higher yield. `- ; 
^ One or two points need to be watched 
so.far as this exercise is concerned. In 


" the first place, less than the full purchase 
- price is likely to be returned if a bond is 


cashed in, büt, nevertheless, a 'switch' 
“of this kind can still be profitable. 
"Secondly, for those paying higher rate 


‘tax, there may be a charge to this tax 


(less basic rate tax)-in connection with 


E ¿the surrender p-oceeds. 


L 


Some firms of -insurance brokers 
hich made the original sales are sug- 
gesting that, this type of ‘switch’ should 
be made. One cannot, however, rely on a 
“broking firm «tc - keep a watch on every 
contract which it has sold. 


SE 5 x 


VARIOUS changes have been. made to the 
‘schemes wherzby -elderly people can 


raise a mortgage on their. houses to. 
_, supplement inzome. Save and Prosper, 
' for instance, has increased the rate of 


. interest charged in connection with such 


. mortgages from 8%, per cent to 10 per 


| ^ cent. At the same time, it has made a 
^. slight increase in the gross yield obtain- 


>’ wife to take a joint life and survivor - 
* annuity under the scheme unless they 


, holders Provident Assurance. 
: case, no increase has been made in the 


` able from thə „annuity. section of the 


" package. -. ^ 

' Nevertheless, the increasé in the rate . 
of interest has had the effect of making it 
‘no longer’ possible for a husband and 


are both over the age of 74: For a single 
«man or à single woman, the minimum: 
ages are 65 and 70 respectively. 

"l'hé position is rather more encourag- 
ing with the scheme arranged by Antony 
Gibbs (Mor-gage Services) with Unit- 


 . rate of interest charged, which remains 


‘cat 7$ per cent — of 8 per cent if part of | 


-the loan is zo be used to provide cash. 
There has, however, been a slight drop in 


. the yield fram the annuity section. Now, 


-the yield is at the same level as it was 


ña , catlier i in the year. . z 


- Minimum age levels under the scheme 
remain . _ unchanged. These are p for 


"4 


In this. 


r ' 
wt - 
ni 


, THE | 


“ACCOUNTANT 


both husband anc wife if a.joint life. 


and survivor 'annuty is to be arranged, 
or 65 for a single person (whether a man 
or woman). For a single person requiring 
some cash to be paid out at the outset, 


the minimum age stays at yo. 


FOR some unit trusts over the past few 


months, there has been'a net outflow 


of funds. The maragers have been grate- 
ful for the regular premium life assurance’ 
policies linked tc units, but there has 
been a fall off in demand for such policies 


in view of thé way.in which the prices 
. of so many units kave drifted downwards. 


There has, however, been an appreciable 
interest in the property funds run by , 


- insurance compznies ~, not only for 


lump-sum “investment, but also for 
regular premiun policies where the 
usual relief of taz can be claimed on the 
| premiums. 

.'The Nation' Life Insurance Conk 
pany’s Profitbulder policy has been 
proving quite popular. It has the security 
and guaranteed -eturn of an endowment 
policy, plus the profit potential ‘of being . 
linked directly t- the company’ s property 
fund. 

Over a 25-y2ar term, ássuming an 
annual growth c 9 per cent (net of capital : 
gains tax), the -ax-free surplus over and: 
above the basic guaranteed maturity 
value may not.be far short of the basic. 
sum guaranteec at the outset. 


WESTERN CREDM has introduced a bond 
` called the Infation Fighter, which is 
being sold in multiples of £1,000, re- 


deemable in three years’ time. The. 
minimum gross rate of interest will be 
03 per cent gro-s. 

Where. this >ond differs bon others is 
that a bond, bolder will receive a (back: 
dated) bonus each year which, effectively, 


will increase the interest payment by. 
the same proportion as the official retail -` 


price index hzs risen over the year since 


the bond was »urchased.. : "E 


Complete inflation proofing is not 
provided since, should the retail price 
index rise by 11 per cent, the bonus to be 
added to the basic 9$ per cent would be -* 
only 1-045 er cent. Furthermore, it. 
must be remembered that this interest 


is liable to tax. - 


Should there be a Very serious in- 
flationary period, Western Credit will 
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that pre-tax profits for the current year codd: exceed £21 
million. With a share price 8op below this year’s high, * 
bright trading prospects and a possible further bid from ` 
Allied Breweries in the Wings, a a at t 181 P cannot 
come to much harm. - | 


- 


not pay interest at a greater rate than 
15. per cent. A bond. of this kind cannot 
be cashed before maturity. 
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THE managers of Hill Samuel Inter-. 


national Trust have continued to increase 
the cash reserves of thé trust so as to 
protect the capital-value of ‘the units 


and tó: take advantage of the high rates 
It is | 


of interest which can be earned. 
for this reason that the latest half-yearly 
distribution is 0*927p per unit, compared 
with o:555p for the same period last 
year. 

The managers auibus the prime 


causes ‘of the weakness in equities to. 


the high rates of inflation in .all major 
industrial countries, . the boom in com- 


modity prices, continuing currency in-. - 


stability and,.in the USA the political 
uncertainty “surrounding. ne Mire 
scandal. 


At the beginning of the year, exposure 


to the US market in particular was 
reduced, since the managers considered 
that: 

unreasonably optimistic. At the moment, 


„it is felt that share prices have fallen to 
levels where good value is developing, 


particularly .in the USA. The managers 


Sint 27th, 1973 - 


t expectations on Wall Street were ... 


will be able to take advantage of favourable _ 


“buying opportunities as they develop, 


.but they consider that any sustained rise’ 


in share prices is unlikely until inflationary 


pressures are reduced and'some stability 
is restored to foreign exchange markets. | 
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-THE Ebor High Return Unit 'Trust has 
maintained its. record of increasing its -- 
distributions .- for the ninth year in , 


- Succession since its formation in 1964. 
The fund benefited from the sale of: 


shares where the yield had declined and 


their replacement by higher yielding, .. 


stocks. Also, income was boosted by the 
.buoyant growth. in company profits and 


"^v 


increased dividend levels achieved before `’ 


«the introduction of government restraints. 
The managers have said that, until the .. 


detailed provisions of Phase II are 
known, it will. be difficult to forecast 
dividend trends for next year. Neverthe- 


less, the managers hope that, by. actively ` 
managing the portfolio, they will be able. 


to take advantage of the various oppor- . 


tünities which exist around the world and 


: will thus be able to circumvent the present 
difficulties in the VE 
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Practical Controliership 


Third edition by Davip R. ANDERSON, C.P.A., LEO A. SCHMIDT, 
C.P.A., and ANDREW M. McCosH, C.A. 


Richard D. Irwin Inc. Illinois, $13:95. 


Some years ago the title accorded to the person responsible for 
the accounting and finance function in a business organization 
would almost certainly have been that of chief accountant. In 
many UK organizations it still is that today. 

The title “chief accountant' implies that the work of the officer 
is principally that of book-keeping and accounting, i.e., checking 
on the accounting records of the business and seeing that they 
have been properly kept. Some time later, when the role of the 
finance officer was seen to extend further than that of recording 
the past, in fact to advising on the supply and use of funds, the 
title of controller began to be used. This text concerns itself with 
describing the job of the controller, and indeed concentrates 
on his interpretation, analysis and reporting on information, 
rather than on just the collection of this basic financial material. 

The original edition of the text was published shortly after the 
end of the Second World War, and the second edition was in 
1961. With the change and extension of the role of the controller, 
a further edition was clearly necessary. 

This edition differs from previous ones in that it does not 
contain any cases. If the text is to be used for teaching purposes — 
and this is probably its prime function - then the instructor is 
advised to write to the Intercollegiate Case Clearing House, 
Soldier's Field, Boston, USA when he will be offered a list. 
It is not obvious why this course is advocated. Presumably it 
would be just as easy, and certainly more helpful, to include a 
list of recommended cases as an addendum to the text. 

The text itself is voluminous (some 628 pages) and impressive. 
It covers the function of the controller, including his legal and 
property control work, the basic techniques, i.e., accounting 
and manufacturing, discretionary costs, stock valuation and 
depreciation, operational planning, i.e., budgeting profit plan- 
ning and control of capital expenditure, and stock and the pro- 
vision of financial statements for managers. Additionally, it 
covers long-range planning, corporate strategy and new venture 
planning, and also advanced techniques such as the use of 
computers and operational research methods. 

Unquestionably the book is well written, up to date, clear and 
definitive. Two of the writers are certified public accountants, 
and the book is clearly written principally for the American 
public. However, the difference between USA terminology and 
techniques, and those used in the UK, is now fast disappearing, 
so this is never nowadays likely to pose a substantial problem 
for UK readers. This applies particularly to this text, since the 
third author is currently Professor of Management Accounting 
at the University of Manchester. 


Overhead Costs: Analysis and Control 

by H. Harr, B.A.(COM.), F.C.A. 

Heinemann, £290. 

The author has been a full-time member of the staff of the 


University of Southampton since 1958 and is currently senior 
lecturer in accountancy. In preparing this book, he has attempted 


to collate and examine the wide range of views and ideas of 


recognized authorities who have made contributions in this - 


field. 

Extensive reference has therefore been made at the end of 
each chapter to existing literature on the subject. In addition, 
references are made in the text to the results of a survey carried 
out as a preliminary by 36 firms selected at random from roo 
firms in The Times list. 

There has been a considerable growth in the size of overhead 
costs as a proportion of total costs. The book, therefore, con- 
centrates attention on the circumstances in which it is necessary 
or desirable to ascertain unit cost, modern approaches to cost 
analyses, various methods of apportionment and absorption, and 
some application of the contribution concept. In many places in 
the book, the marginal versus full cost controversy is given 
critical scrutiny. A separate chapter is devoted to research and 
development costs. 


The book is a most useful work for all who need to know how — 


overhead costs arise and, more importantly, how they can be 


controlled. 


Management and Computer Control 
by T. R. THOMPSON 
Gee & Co (Publishers) Ltd, £9:50. 


In last week's review of this outstanding new book an un- 
fortunate combination of misprints occurred in the first two 
lines of the second paragraph. The phrase in question should — 


read 'the book . . . is specifically written for the lay manager 
rather than the expert . . .’. 


The Effectiveness of Fringe Benefits 
in Industry 


by JANE MOONMAN. 
Gower Press, £7. 


This study is based on an original survey of the benefits received — m. 9 


by 750,000 employees and covers 46 companies. It 


has been conducted by an independent working party under the i 1 : 


chairmanship of the Rt Hon. Patrick C. Gordon Walker, C.H., 


M.P. The author is a former research information officer with — | 


BIM, and writes with particular knowledge of personnel man- 
agement. 

The major fringe benefits in Britain are pension schemes, 
paid holidays, sick pay and the provision of cars. The survey 
deals with these in some detail, and, in addition, discusses such 
benefits as accident insurance, redundancy payments, housing 
schemes and removal expenses, assistance with education, profit 
sharing and share option schemes. 

The survey shows that the costs of fringe benefits to the 
companies included in the study totalled £325 per employee. 
The chapter devoted to the cost of fringe benefits includes an 
outline of a total fringe benefit scheme based on the most com- 
prehensive policies of the companies in this survey; such a 


scheme is estimated to cost 21 per cent of the payroll. In the — ps ry 


author’s view, there is no evidence of new ground being broken in 
relation to fringe benefits. 

A very extensive bibliography (extending to 13 pages) is 
included and this constitutes a fruitful field from which selection 
can be made if any reader wishes to delve more deeply into 
existing literature on any particular benefit. It is stated that the 
present position will certainly be affected by Britain’s entry 
into the Common Market, where legislation covering fringe 
benefits is much more extensive and the pattern more uniform. 

The book should be studied by all who have an interest in 
conditions of employment and in the effect of these on the well- 
being of the staff and of the company — not overlooking the 
effect on its finances. | 
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Inflation Inquiry's Terms of Reference 


Minister Addresses CIS Conference 


HE Government's decision to set up its own inquiry into inflation accounting 

was taken “in quite exceptional circumstances, and should not be regarded 
as the thin end of the wedge towards further and more extensive Government 
intervention in areas which are primarily the concern of the accountancy pro- 
fession'. This assurance was given last week by Mr Peter Emery, Parliamentary 
Under-Secretary of State for Industry and Consumer Affairs. 


Speaking at the opening session of 
this year's annual conference of the 
Institute of Chartered Secretaries and 
Administrators, Mr Emery said: 'In 
general, the work of the Accounting 
Standards Steering Committee has our 
whole-hearted encouragement, and we 
think it right normally to leave the 
profession to clarify its own standards, 
and to secure compliance by its 
members with those improved stan- 
dards in the interests of their clients 
in industry and commerce. The case of 
company accounts and inflation is, 
however, exceptional in that the sub- 
ject goes well beyond accounting 
technicalities. 

“It has important implications for 
the efficiency of company management, 
the allocation of resources, investment 
decision-taking, industrial com- 
petitiveness, corporate taxation and 
counter-inflationary policy. In this 
particular instance, therefore, we have 
felt obliged to depart from our role of 
keenly-interested bystanders; and a 
small independent committee of in- 
quiry is being set up jointly by the 
Secretary of State for ‘Trade and 





Industry and the Chancellor of the 
Exchequer to consider the various 
methods of adjusting company ac- 
counts and whether, and if so how, 
company accounts should allow for 
changes in costs and prices, and to 
make recommendations.” 

Within these terms of reference, 
the committee's field of inquiry is 
expected to include: 


(1) the effect upon investment and 
other management decisions and 
the efficiency of firms; 


(2) the effect of the efficient al- 
location of resources through 
the capital market; 


(3) the need to restrain inflation in 
the United Kingdom; 


(4) the requirements of investors, 


creditors, employees, govern- 
ment and the public for inform- 
ation; 


(5) any implications for taxation 
of profits and capital gains of 
companies, the assumption being 
that the share of the total tax 
burden borne by the companies 
sector remains unchanged; 


(6) the repercussions on the ac- 
counts of other corporate bodies; 


(7) procedures in other countries, 
particularly in the EEC and 
USA. 


Careful study 


Mr Emery also commended EDS as 
‘the fruit of careful study’; this 
exposure draft, he said, had been very 
valuable in stimulating public debate. 
The decision to follow up the work 
already done within the accountancy 
profession and in industry by means 


of a wider-ranging independent in- 
quiry reflected both the interest which 
had been stimulated and the import- 
ance which was attached to the subject. 

Mr T. E. D. Mason, B.COM., F.C.I.S., 
F.C.C.A., claimed in the course of his 
Presidential address to the conference 
that British business did not always 
make the fullest and most effective 
use of its professionally qualified 
administrators. It was both significant 
and timely that the conference should 
be discussing in depth the subject of 
financial management, which played a 
vitally important part in the modern 
role of the administrator. 





Mr T. E. D. Mason 


“The economic future of the United 
Kingdom, inside or outside the EEC 
depends on a combination of tech- 
nical ability and administrative efh- 
ciency. However, recognition of the 
value of the administrator has, histori- 
cally, lagged behind the recognition 
of technical achievement. 

“Turning to the present day, British 
business does not, in my view, make 
full and effective use of professionally 
qualified administrators. This is true 
not only of the public-quoted com- 
pany, which ideally should have a 
qualified man as secretary, but of 
every type of public enterprise. 

“If independent and up-to-date con- 
firmation of this proposition were 
needed, it is provided by the report 
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Magnum Hotels 


Where can you take a bath | 
with your favourite D. J.? 


Take a look around your room and see. You've gota You have a choice of restaurants to dine in, with ex- 
private bathroom, with radio and telephone exten- cellent chefs and superb cuisine. Elegant bars for an 
sions, so you can enjoy music while you soak, and you after-dinner drink. And an informal Swiss Coffee 
won't miss that important phone call. House, serving delicious coffee and light snacks. 

Your bedroom has colour television, and a telephone Magnum Hotels offer you the kind of luxury you won't 
with direct dialling facility—so you can clinch a find anywhere else. Come and stay with us soon. If it 
business deal without haggling with a switchboard  isn'taspecialoccasion, we'll turn it into one. 

operator. And yourroomisair-conditioned* giving you 
a whole roomful of fresh, clean air every 20 minutes. 





* Air-conditioning in Newcastle Magnum in public rooms only. 


Magnum Hotels in Birmingham, Leicester, Manchester & Newcastle. 
Other hotels in the Magnum group are:— 
in London the Belgravia Royal and the Royal Kensington and the Hotel Codan, Copenhagen. 


MAGNUM YOU'LL REMEMBER US WELL 


CENTRAL RESERVATIONS: 01-235 0303 or 01-235 5480 TELEX: 919465 
MAGNUM HOTELS LIMITED, Magnum House, West Halkin Street, London SW1X 8JP 





For 


AUCTIONS and VALUATIONS 


of 


FACTORIES, PLANT and MACHINERY 





Henry Butcher & Co 


59/62 HIGH HOLBORN, LONDON WC1V GEG 
Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 
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Guardian 
Properties 


(Holdings) Limited. 
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TWELFTH EDITION 
PALMER?S 
EXAMINATION 


NOTE BOOK 


By ALFRED PALMER, F.C.A. 


SUMMARY OF CONTENTS 


Auditing, Banking and Exchange, Bankruptcy Law, Book- 

keeping and Accounts, Company Law, Costing, Deeds of 

Arrangement, Economics, Executorship Law and Accounts, 

Mercantile Law, Partnership Law and Accounts, Procedure 

at Meetings, Rights and Duties of Liquidators, Rights and 
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Record profits of 





£190,879 









£97,172 





1969 1970 


642,910 


£642,910 


£263,786 





£492,059 





Extracts from the Chairman's Statement: 


Results The Group profit from 
completed properties and other 
revenue has increased from 
£492,059 to a record £642,910, 
representing an increase of over 
30 per cent. 

Investment Properties During 
the year the Group has let and 
pre-let many of its developments. 
These include a 100,000 square 
feet office development in Swindon, 
a warehouse development of 
161,000 square feet outside Paris 
and a substantial industrial 
warehouse near Brussels. 
Development Programme The 
Group has a current development 
programme in the UK and Europe 
in excess of £50 million. It is the 
Board's intention to continue 


Binet pate. t EL. erts rae di Pu 


Group profit from completed 


properties and other revenue.................... 
ET AO DE tart 
Investment properties.................... 
Properties of Dealing Subsidiaries........ 
Shareholders Funds...............:....- 


expanding the Group's activities in 
the United Kingdom and abroad, 
with the finest quality office, 
industrial and shopping schemes. 
Major Acquisition It was 
recently announced that a portfolio 
of approximately 1,600 shop 
properties had been acquired from 
the Cavenham Group. Your Board 
is confident that this major 
acquisition will have a dramatic 
impact on both asset value and the 
level of investment income of the 
Group. 

Future Prospects There has 
been tremendous growth in every 
aspect of the Group's activities 

in the past ten years and there is 
every indication that this will be 
maintained and expanded. 


1973 £ 1972 £ 
Ena he 1,134,430 962,381 
642,910 492,059 
T ARE 11.025% 10.5% 
rrt 29,267,398 13,828,660 
pr m 14,823,991 4,545,176 
TT 8,624,858 6,055,252 


Copies of Report and Accounts 
59 New Cavendish Street, London W1M 7RD 
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published last month by the Depart- 
ment of Employment, on training for 
company secretaryship, produced by a 
joint committee of industry training 
boards [The Accountant, August 23rd]. 
This sets out some of the duties and 
tasks commonly carried out by com- 
pany secretaries and their staffs. 

'In addition to legal secretarial 
duties and company administrative 
duties, there are sections setting out in 
great detail financial accounting 
duties, cost accounting duties, and 
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management accounting duties. Em- 
phasis is placed in this section of the 
report on the responsibility of the 
company secretary for supervision of 
collection, analysis and interpretation 
of financial information in the plan- 
ning of the strategy of the enterprise.' 

It was the responsibility of pro- 
fessional bodies such as the CIS to 
ensure that their members and stu- 
dents were properly equipped to 
handle the steadily-increasing manage- 
ment responsibilities that were con- 
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fronting them. Within the context of 
company law amendment, the In- 


stitute had made vigorous representa- | 


tions that the secretary of any British 
public company should be a trained 
and qualified professional man. Its 
revised examination structure also 
laid increasing stress on financial 
management in each of the three career 
streams — company administration, 
financial and general administration, 
and the public service — for which the 
Institute offered a qualification. 





Taxation Problems at Canterbury 


HE heaviest rain in. Kent for many 
years failed to dampen the enjoyment 
of members attending the South Eastern 
Society's annual residential conference at 
the University of Kent at Canterbury 


at the end of last week. The South . 


Eastern Society seems to have found that 
blend of technical information and 
opportunity for relaxed discussion which 
members, particularly those from the 
smaller practices and companies, require. 
This was no doubt the reason for another 
full house, with members from London 
and other parts of England as well as the 
South East. 

It was a sad commentary on modern 
workmanship that the Black Prince slept 
dry in the thousand-year-old cathedral, 
whilst there were buckets to catch the 
drips from the vaulted roof of the dining 
hall, and the university buildings gener- 
ally were anything but waterproof. How- 
ever, who are accountants to judge the 
standards of the architectural profession, 
when it was well clear to 200 members 
attending the conference that there are at 
least four different methods of accounting 
for company taxation in the Accounting 
Standards Steering Committee's pro- 
posals! 


Distinguished speakers 

Any district society, or even the 
Institute itself, would have been proud of 
the final question forum when four of the 
country's leading taxation speakers faced, 
and lucidly answered, a barrage of 
questions put to them by the 14 


SESCA's Successful 1973 Conference 


discussion groups. Mr L. A. Hall spoke 
with dry humour on the many aspects of 
personal taxation — including, to use his 
own words, “making the best use of the 
wife'. 

At the 1972 conference, VAT had 
naturally been a topic for a lecture, but 
this did not detract from the excellence 
of Mr Geoffrey Vieler's follow-up talk on 
the same subject. His explanation of 
VAT tribunal decisions and the legisla- 
tion in this year's Finance Act were an 
all-too-ominous pointer to the complexi- 
ties which lie ahead of this new taxation. 
Adding to this the absolute methods which 
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A group of s 


are a tradition of Customs and Excise, 
VAT is likely to remain on the agenda 
of conferences for many years to come. 
Complementary lectures of a very high 
order by Mr Halmer Hudson and Mr 
R. J. G. White, dealing with the practical 
problems arising from company taxation, 
are likely to stimulate much thought 
when members return to their offices. A 
case study on close companies frightened 
some of the discussion groups, parti- 
cularly when they were warned that they 
would be expected to give the answers. 
The Society felt that it should provide 
an opportunity for discussion of the 





L. A. Hall, F.C.A.; R. B. M. Knight, F.C.A. (Society's Vice-President) ; Halmer Hudson, F.C.A. ; 
D. M. Arnold, F.C.A. (Society's President) and D. A. Goate, F.C.A. 
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ASSC exposure drafts Nos. 11 and 
12, dealing with accounting for deferred 
taxation and the treatment of taxation 
under the imputation system in the ac- 
counts of companies. This gave rise to a 
presentation of two differing outlooks on 
the treatment of advance corporation tax — 
a diversity of opinion confirmed by a vote 
which split members by a ratio of two to 
one. 

Mr Halmer Hudson spoke strongly on 
deferred taxation, this being summarized 
by his view that there could only be one 
standard and the Institute must make up 
its mind what that is. There should be 
no room for alternatives. 

The conference was ably chaired by the 
District Society President, Mr D. M. 
Arnold. A pleasant aspect at dinner on 
Friday night was the presence of repre- 
sentatives of the University and College, 
and members of the Council and Secre- 
tariat of the Institute. 
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The conference in session. Mr Halmer Hudson is the speaker. 








Inflation Accounting 


Sir, — As Mr Blazeby says in his letter (September 13th issue), 
the problem is one of valuation. Replacement cost may very well 
be a good basis of valuing assets, whilst the logical basis of 
valuing the capital invested is CPP. Unless both the assets and 
capital are properly valued, profits will be either under or 
over-stated. 

Replacement cost accounting should therefore be accom- 
modated within the framework of EDS. 


Yours faithfully, 


K. R. GANATRA, F.c.A. 
Orpington, Kent. 


Interest in the Profession 


Sir, — In answer to the remarks of Mr Ronald Gorlin, B.A., 
A.C.A., of Arthur Andersen & Co at the ACASS conference on 
the future of the profession reported in your issue of September 
6th, I should like to observe, on the basis of my experience 
in the profession and in industry, that certainly the industrial 
member is ‘a different animal’ from the practising member. 
However, I believe it is misleading to infer that attendance at 
Institute courses reflects on members’ interest in their profession. 

May I suggest that the ‘different animal’ in industry not only 
has less time to attend Institute courses than his professional 
counterpart but also has an obligation to be informed of a 
wider field of finance and accountancy than that served by the 


‘profession’. This often necessitates looking further afield than 
the Institute for relevant courses. 


Yours faithfully, 


Chessington, Surrey. K. M. TODMAN, A.C.A. 


Super Institute of Management? 


Sir, — The leading article ‘A Super Institute of Management?” 
in your issue of September 20th refers to a ‘disclosure’ by the 
British Institute of Management that six management institutes 
have been holding talks which could bring into being a single 
association of up to 250,000 members which could speak on 
behalf of management in Britain. 

It might be inferred from the article that the Institutes con- 
cerned might include some of those who are members of the 
Consultative Council of Professional Management Organiza- 
tions (CCPMO) and among the member organizations of that 
body named in the article is the Institute of Management 
Consultants. On behalf of that Institute I should like to make it 
clear that no such talks have taken place with BIM or the other 
organizations named in the article, nor are they contemplated. 


Yours faithfully, 


F. A. MULLINEUX 
Secretary 


London SW7. ‘THE INSTITUTE OF MANAGEMENT CONSULTANTS 
[Only the British Institute of Management and the other bodies 
involved in the talks can tell us which have participated and 
which have not, and the BIM is distinctly reticent on this. 
Besides the Institute of Management Consultants, to our certain 
knowledge the Institute of Cost and Management Accountants 
and the Institute of Chartered Secretaries and Administrators 
have not. We understand that the Institute of Marketing and the 
Institute of Administrative Management are among those which 
have participated. While the figure of an association of up to 
250,000 members suggests that many, or nearly all, of the mem- 
bers of the Consultative Council of Professional Management 
Organizations are included, the information we have been 
receiving is of a figure very much less than that. — EDITOR. ] 
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Goodwill on Compulsory Purchase 


CE observations on the basis of valuation of goodwill 
lost as a result of compulsory purchase are available from 
the Lands Tribunal in the Bostock Chater case (already noticed 
in The Accountant for December 21st, 1972, and January 11th, 
1973, on the point of allowing for tax as an element in assessing 
compensation for loss of profits.) The claimant company and 
the district valuer were in dispute on several points. including 
the appropriate turnover figure in the company's particular 
circumstances, the percentage mark-up for gross profit, the rate 
of return on capital employed, and the number of years' 
purchase. 

Confirmation of the compulsory purchase order in this case 
was made known on January 2nd, 1969, from which date the 
claimants' business began to run down. Further, it was common 
ground that turnover figures for 1966 and 1967 were not 
representative, due to 'severe troubles' with the branch manager. 
The district valuer sought to estimate 1969 turnover at the 
1968 figure, less a “reduction factor” of 10 per cent to take 
account of adverse economic conditions both generally and in 
the particular locality. The tribunal rejected this approach 
as “too conjectural' and allowed the 1968 actual figure of 
£233,986 — though with some reluctance, as there was a lack of 
evidence as to both the method of dealing with year-end stocks 
and special discounts allowed to customers in an attempt to 
boost turnover. 

Calculation of the percentage of gross profit was hampered 
by various vicissitudes suffered by the company — two disastrous 
fires, a removal to other premises, gross pilferage, and the mis- 
management already referred to -— over the years 1964-67. 
The only direct evidence was for the years 1960-63, which 
showed an average of 19:71 per cent. Though this was too 
remote to afford a reliable indicator of conditions at the date of 
entry on May 1st, 1970, there was no evidence to suggest that 
this percentage could have been substantially improved upon, 
and the Tribunal accepted the district valuer's estimate of 
20 per cent. 

The company contended that the overall cost of servicing its 
various sources of capital (including reserves and unpaid divi- 
dends) for 1968 was {£24,100 on £405,635, or approximately 
6 per cent. The district valuer, and the Tribunal, disagreed with 
the inclusion of reserves and unpaid dividends for this purpose, 
thus raising the percentage ratio to 7:4 per cent. This the district 
valuer then proposed to take as his starting point before addi- 
tions for the risk element and for inflation, and stated that 
he could not concede any lower cost for capital than 10 per 
cent. The Tribunal, however, having regard to the fact that 
this was the case of a private company whose control was in the 
hands of the directors, their families and associates, thought 
that the proprietors would be content with a return of 8) per 
cent and adopted that figure. 

Finally, the Tribunal accepted the district valuer's estimate 
of two years” purchase of the adjusted net profit (the claimants 
had contended for three years) taking into account that the 
claimants appeared to have done little to keep the custom of the 
affected branch at their other addresses, that stock figures were 
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centralized with an arbitrary split between the company’s 
branches, and that the state of the industry as a whole could 
hardly be considered buoyant. A buyer in the open market, 
it was said, might well have discounted his bid. 


In the event, the valuation of goodwill was arrived at as 
follows: 





Gross turnover for 1968 Nue 
Ratio for gross profit, 20 per cent 46,797 
Less Expenses (including a provision 
for bad and doubtful debts, the 
claimants' own provision being 
inadequate) xis le Vi 26,982 
Interest on capital employed 
(stock, vehicles, fixtures, debtors 
less creditors): £68,679 at 84 per 
cent “pe ia + ¿e 5,837 
32,819 
Adjusted net profit £13,978 
Goodwill, two years’ purchase of ad- 
justed profit .. hp £27,956 





Other heads of claim admitted by the Tribunal included 
losses on forced sale of stock and vehicles, extra book-keeping 
and office work in connection with the closure, and legal and 
accountancy costs 'properly incurred from the date of service 
of notice to treat up to the date of the notice of reference, and 
interest on the balance outstanding in accordance with 
statute’, | 

Bostock Chater & Sons Ltd v. Chelmsford Borough Council 
(13 R & VR 269). 


No Right to Withdraw Notice 


OTICE to terminate a contract of employment, once 
validly given, cannot be unilaterally withdrawn without 
the consent of the other party, the National Industrial Relations 
Court has decided. The Court criticized as erroneous in law 
the approach of an industrial relations tribunal, in assessing 
compensation for unfair dismissal of an employee who had 
already given notice to his employers on the footing that — 
but for the employers' action — the employee might have with- 
drawn his notice at any time before the date on which it became 
effective, and thus continued in the employment indefinitely. 
S gave his employers one month's notice with effect from 
January 1st. By consent, he was allowed time to look for 
alternative employment, but on January 12th the managing 
director formed the view that S was seeking employment with 
a competitor, and ordered him off the premises forthwith. S 
subsequently received his salary up to January 31st, i.e., the 
remainder of his period of notice. 

There was no doubt that the director's action was both high- 
handed and unfair, and a tribunal awarded £1,400 damages 
for unfair dismissal, taking the view that S, had he not been 
summarily ejected, might well have withdrawn his notice and 
remained with the employers indefinitely. This, the NIRC 
found, could not stand; *where one party to the contract gives 
a notice determining that contract, he cannot thereafter uni- 
laterally withdraw the notice . . . in the absence of agreement, 
the notice must stand, and the contract will be terminated on the 
effluxion of the period of notice’. 

On the facts of the present case, there was no likelihood 
that, had S had second thoughts, his employers would have 
reconsidered their decision to accept his notice. The NIRC 
therefore allowed the employers' appeal against the award of 
£1,400, and substituted a sum of {115 which the employers 
had conceded was due. 

Harris & Russell Ltd v. Slingsby ([1973] 3 All ER 31). 
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STUDENT ROUNDABOUT __ 


Breaking Through the 


Poverty Trap 


London Chairman’s Declaration at 


Oxford Course 


POVERTY trap is rapidly develop- 
ing in the field of accountancy 
education and training for students from 
smaller firms, claimed Paul Hendrick, 
Chairman of London CASS, speaking at 
a guest night dinner at the Society’s 
Oxford Course held at Balliol College, 
from Thursday to Sunday of last week. 
He said that these students, as well as 
receiving the lowest salaries, also received 
virtually no ‘in-service’ training and in 
most cases had to pay their own edu- 
cational fees. ‘We advocate’, declared 
Paul Hendrick, ‘an immediate end to the 
archaic system of articles of clerkship 
with its restrictions on mobility of labour 
and wish to see it replaced by a 
regulated system of training at Institute- 
licensed training firms’. 


End ‘block bookings’ 


He called for an end to the ‘outmoded and 
discredited’ correspondence course system 
and the private crammer courses which 
did not provide education and did not, due 
to the system of block booking by large 
firms, provide freedom of choice and 


— 


ox, s 4 


Mr John T. Chambers, centre, with two 
course members. 


which discriminated against students on 
their ability to pay. CASSL, he said, 
advocated their replacement by a system 
of sandwich course education in public 
sector colleges. 

“We intend, with our salaries campaign 
and our campaigns for the reform of the 





Paul Hendrick, Chairman of the Society, /eft, foreground, with Adi Screnvali, a member 
of the Society's Committee, Mr Douglas Higson, F.C.A., A.C.M.A., M.I.M.C., a lecturer, and two 


women students. 
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system of training and of education, to 
break through this poverty trap. 

“It is surely not in the interests of the 
students, the profession or the public at 
large if, as a result of the inadequacies of 
the present system, badly trained people 
are qualifying.’ 


Plea for better management 


Mr John Garnett, Director of the 
Industrial Society, who proposed the 
toast of the Society, said that the 
problem of motivation of articled clerks 
went a lot deeper than the need for a 
minimum salary. In an impassioned 
plea for improved standards of manage- 
ment in accountants' offices, he said that 
Christ had limited his ‘team’ to 12 yet 
many accountants thought they could 
manage much larger units. 

He reminded students of their own 
responsibilities as future managers. 'Make 
sure that your articled clerks in ten years 
time don't have to make the same com- 
plaints as you do now!’ 


Course theme 


The theme of this year’s course was 
‘Management accounting and strategic 
planning, and Mr Douglas Higson, 
F.C.A., A.C.M.A., M.I.M.C., from Arthur 
Young Management Services, led an 
able team of lecturers which included 
Messrs John J. Dyment, B.COMM., M.B.A., 
C.A.(CANADA), John T. Chambers, A.A.S.A. 
(aus.), and Malcolm Dearsley-Hitchcock, 
B.A., M.B.C.S. 

"Ihe best laid schemes of mice and 
men' — even management consultants — 
“gang aft a-gley’ and a badly aimed 
swing of a local navvy's pick, which 
severed an electricity cable, threatened 
to disrupt the link-up via communica- 
tions satellite with a computer in Cleve- 
land, Ohio, which was a main feature of 
the course. But the ever-resourceful 
CASSL Administration Director, Tony 
Robb Whittaker, was on hand to arrange 
an alternative supply and the link-up 
went ahead without further hitch. 


‘Consultants’ 


Students were grouped into ten com- 
peting syndicates taking the róle of 
management consultants called in by a 
Midlands pottery company. A brief 
written history of the company and 
staged interviews with its chief executives 
provided students with sufficient informa- 
tion to interpret in order to complete a 
questionnaire which formed the basis for 
the computer input. 

The computer in turn provided a 
series of financial reports for the next 
five years which, after further amend- 
ments, were used to draft a report which 
could be placed before a financial in- 
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COMPUTER CONTROL 


by T. R. THOMPSON, M.A.(Cantab.), B.Sc.(London), F.C.I.S., F.Inst.A.M. 
A Lifetime of Experience in Computer Management and Control 
A UNIQUE BOOK WRITTEN FOR THE LAY MANAGER & STUDENT 


This book is intended to provide the ordinary 
business manager with sufficient knowledge 
of computers to enable him to maintain com- 
mand of a computer project and to play his part 
in ensuring that the computer provides informa- 
tion useful for running the business to the best 
advantage as well as furnishing a basis for good 
management. 

The first two chapters give a broad analysis 
of the nature of business information and the 
data from which it is produced. The next 
chapters explain the nature of computers, what 
has to be done before a computer can be made 
to produce the information from the data, and 
how to set about obtaining the right computer 
to produce the information required. 


There is then an explanation in simple terms 
of how business information can with advan- 
tage be approached mathematically. This is 
followed by six chapters devoted to the main 


344 printed pages Size 112 «81 in. 
87 line and 22 half-tone illustrations 
Fully bound in red-gold blocked on spine 


potential fields of application which are 
common to most businesses, including Payroll, 
Purchasing, Stock Control, Production and 
Project Control, and Sales and Distribution. 


The book ends with two chapters respectively 
on staffing and controlling a computer project. 
Throughout the book stress is laid on the para- 
mount need for the business manager to make 
decisions on what information he requires to do 
his job effectively. Whether or not a computer 
should be used to produce the information 
depends on the ability of the computer 
experts to prepare a scheme whereby a com- 
puter can efficiently and economically do so. 

Since the book explains the problem of using 
a computer to provide business information, 
it incidentally offers to the student who is 
proposing to make a career in the field of 
computers for business purposes a useful 
background to his technical studies. 


PRICE £9:50 NET 
£9:80 by post U.K. 
£10 by post overseas 


ORDER NOW FROM BOOKSELLERS OR DIRECT FROM THE PUBLISHERS 


GEE & CO (PUBLISHERS) LIMITED 


Publishers of 7he Accountant 


151 STRAND * LONDON + WC2R 1JJ 


Telephone 01-836 0832 


TAZA 
L2 ar a 


TO. 
E 
xe 


o an 


M» 


m JA 


ERE Si 
is 8 


$ 


J , as 
i P 


Ar 
4 


T4 
te 


EN 
t 


M Ox 


2-28] 


EFR 


" "EF E 
ice nt 


"E 
K . 
i r e 


-d 
v 


XII 


ACCOUNTANT | — September 27th, 197: 











AN IMPORTANT ADDITION TO 
GEE'S WORLD MANAGEMENT SERIES 


ACQUIRING MANAGEMENT SKILLS 


by C. S. Deverell, M.A., B.Sc.(Econ.), B.Com., F.C.I.S., A. M.B.I.M. 


MANAGERS KEEN TO IMPROVE 
THEIR PERFORMANCE SHOULD 
CERTAINLY READ THIS BOOK 


Price £3 net 
£3:20 including Post/Packing 
and VAT (2p) U.K. 


£3:40 Overseas 
289 pages 


ACQUIRING MANAGEMENT SKILLS is not a textbook which merely dispenses knowl- 
edge. It is addressed to all those managers who have ever questioned themselves about their 
performance. How do | rate myself? Can | organise ? Am | eager to learn more about human 
behaviour? What can | expect from a management development course ? Does the jargon 
of the management studies specialist either infuriate or confuse me? Do | make myself clear 
to my associates? How do | tackle my problems? How much numeracy do | need ? What 


should | read ? 


The avowed aim of the author is to interest the serving manager, to let him know what 
forms of personal development are open to him and to suggest how to make the most of 


them. 


Mr C. S. DEVERELL, author of Business Administration and Management, Management 
Planning and Control, The Techniques of Communication in Business, Personnel Management 
and other books, is among the most widely read writers on management studies in the United 
Kingdom. He has directed many management development programmes at five major 
colleges, for many years as head of management studies in three such colleges successively. 
He has held management posts in industry and is now a training consultant. He has contributed 
to development programmes in Universities, industry and television and has played a promi- 
nent part in the organisation of educational schemes for professional institutions. He will make 
you think again about the wide range of skills the manager must deploy. 


GEE & CO (PUBLISHERS) LIMITED, 151 STRAND, LONDON WG2R 1JJ 
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This is the only self-binding device that 
makes a real book and allows the pages 
to lie perfectly flat when open. Twenty- 
six issues and index may be bound by 
inserting a new metal rod each week. 
The case is covered in blue cloth suitably 
worded and of an extremely attractive 
appearance worthy of the best book- 
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A group of members between sessions. 


stitution as backing for a request for 
loan or capital facilities. The members of 
the syndicate which, in the eyes of the 
organizers, prepared the best report were 
each “awarded” a bottle of champagne. 


Informal talks 


In addition to the computer game, the 
course provided a series of lectures on 
topical subjects. Mr David D. Smith, 
B.SC., C.A., spoke on the changes likely 
to take place in company law as a result of 
Britain's entry into the EEC. The 


complex but increasingly important sub- 
Ject of budgetary control and standard 
costing was lucidly covered by Mr John J. 
Dyment, B.COMM., M.B.A., C.A.(CANADA), 
and the students' grasp of the subject 
was tested by a series of exercises. 

Mr Eric Norman Jones, of J. H. 
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Minet & Co, speaking on the subject of 
professional indemnity insurance”, gave 
a rather hair-raising analysis of develop- 
ments in the law relating to auditor's 
liability in the USA and the likely 
repercussions here. 

The course was competently chaired by 
the Society's President, Mr Dudley 
Morse, F.c.A. Mr Morse, as well as 
introducing all the speakers, took a very 
active interest in the discussions and 
participated fully in other traditional 
course activities 





POSTGRADUATE AND 
FOUNDATION COURSES 


THE Institute of Chartered Accountants 
in England and Wales intends to recog- 
nize a variety of professionally relevant 
postgraduate courses at universities and 
colleges for the purpose of exemption in 
whole or in part from its Foundation 
examination. These courses will normally 
lead to a diploma or to the award of a 
higher degree. 

Among the courses recently recognized 
is the part-time postgraduate diploma 
of the Council for National Academic 
Awards in Accounting and Business 


Economics at the Middlesex Polytechnic 
at Enfield. 


IRISH INSTITUTE'S TRAINING 
CONTRACT PROPOSALS 


THe Institute of Chartered Account- 
ants in Ireland hopes shortly to 
implement by-law changes which will 





Discussing the course progress. Left to right: Josephine Allen, a member of the Society's 


Committee, Dudley Morse, F.C.A., President of the Society, Francis Wong, Tony Robb Whittaker, 
Society's Administrative Director, Marveen McMahon, John T. Chambers, A.A.S.A.(Aus.), 
lecturer, John J. Dyment, B.Comm., M.B.A., C.A.(Can.), lecturer, and Barry Webb. 
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provide for a “training contract” between 
principal and student in place of the 
present system of articles. The contract 
will include a six-month probationary 
period, and provision for the student to 
change principals 'for a good reason' 
during the contract term. 

An authorized principal, for the pur- 
poses of the new by-laws, will be re- 
quired to have completed not less than 12 
months in public practice; or, if he is a 
member of a partnership, at least half of 
his partners must have been in practice 
for that period. A principal must also 
apply to the Council before entering into 
a training contract for the first time. 

The new by-laws, it has been con- 
firmed by the Institute, will give the 
Council considerable discretion in the 
authorization of principals, and power 
to monitor the training of students under 
contract. There will also be considerable 
emphasis on the training and educational 
role of the agreement. 

An explanatory circular giving details 
of the new procedures is being sent to all 
practising offices of the Institute. 


LADY ACCOUNTANT 
SCORES DOUBLE TOP 


CERTIFIED ACCOUNTANT student Mrs 
Mavis Moullin gave birth to a baby 
daughter, Nicola Catherine, on the same 
day as she received news of her success 
in the Association's Final examination. 

Mrs Moullin, who is also a Fellow of 
the Institute of Taxation, has now 
completed the certified accountants' exam- 
inations and will soon apply for member- 
ship. She has a splendid record, having 
successfully taken one section of the 
examination every six months. 

Her husband, certified accountant, 
Graham W. Moullin, in whose practice 
she will now be made a partner, is 
equally delighted by both events. He 
adds: 'It was all very exciting because of 
my own birthday which fell on the eve of 
Nicola's birth — at one stage we almost 
felt we would celebrate it together!’ 


SHEFFIELD'S SECRETARY 
RESIGNS 


THE enthusiastic and highly PR-minded 
secretary of Sheffield CASS, Harvey 
Farber, gives up his position on October 
ist. He is succeeded by that veteran of the 
Society, Bill Jessup, who has, since the 
April annual general meeting, been 
responsible for welfare and publicity 
and, on last year's committee, was in 
charge of education. 

Harvey Farber's resignation has been 
brought about by the fact that he is to 
“have another attempt' at the Institute's 
exams in ten weeks' time and following 
that, on December roth, commences 
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employment with the Jersey office of 
Turquands Barton Mayhew. 

He has asked ‘Roundabout’ to make 
known his gratitude to all members of 
the committee, especially Mr Alan 
Young, F.C.A., the Chairman, for their 
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support and hard work during the past 
year. 
The  Society's treasurer, Selwyn 


Korklin, is also leaving Sheffield for a 
firm in London. He is succeeded on 
October 1st by Tony Martin. 





Birmingham's Summer Course 


THE annual Birmingham CASS Summer 
Course, held this year at Churchill Hall, 
Bristol University, from September 12th 
to 15th, retained the happy balance 
between intensive study and informality 
which has typified its predecessors at 
Merton College, Oxford. The theme of 
the course was ‘Taxation’, with separate 
programmes for Part I and Part II 
streams. 

Mr R. F. Duffill, a.c.a., of Worthington 
Duffill & Co, who was responsible for 
the 45 Part I students, explained at the 
outset that his lectures were designed to 
be cumulative, and that all topics 
covered would be fully tested in a 
specially prepared “Income Tax Game' 
towards the end of the course. 

Mr Duffill then plunged into the 
syllabus and in a series of excellently 
informative and entertaining lectures 
dealt with the crucial areas of partnership 
taxation: adjustment of profits, rules of 
commencement and cessation, and the 
division of partnership assessments. Prob- 
lems were worked through in the dis- 
cussion group meetings which punctuated 
the course. 

On the Friday morning, these groups 
were suddenly transformed into five 
firms of chartered accountants competing 
to impress their 'client', H. Packer by 
name, with their miraculously low tax 
- computations. The pace was rarely slack 
with an accounting year-end every hour 
and the additional hindrance of inter- 
office sabotage. 

The game ended in a four-way tie for 
accuracy — and an eventual winning 
team for speed — and was a creditable 
performance by all concerned, as well as 
a reflection on the high standard of 
lecturing enjoyed. 


Controversial 
For the 35 Part II students, the course 
opened with a lecture on the application 
of income tax principles to limited 
company situations — the first of a series 
of excellent lectures given by Mr A. J. 
Homer, F.C.A., A.T.LL, of Birmingham 
Polytechnic. Controversial topics, too, 
such as the distinction between tax 
evasion and avoidance were discussed. 
During the remainder of the course, 


Mr Homer lectured on capital gains tax, 
the delicate situation of directors in 
respect of benefits in kind and expense 
payments, and the taxation position within 
groups of companies. Discussion groups 
were organized after each session to 
consider the topics covered and to 
examine the problems arising. Finally, 
an interesting case-study involving both 
personal and corporation tax brought 
together extremely well all the material 
of the course. 

The lectures were, however, inter- 
mingled with ample free time, and on the 
traditional free Thursday afternoon, punt- 
ing on the Cherwell was replaced by a 
take-over bid for the nearby pitch and 
putt course. 


Insight 

Afterdinner on the Wednesday and 
Thursday evenings course members were 
privileged to hear two most enlightening 
talks by Mr D. G. E. Lewis, District 
Inspector of Taxes (Weston super Mare), 
who presented, as one student pithily 
put it in his vote of thanks, “the acceptable 
face of the Inland Revenue?. 

Mr Lewis, in his descriptions of the 
structure of the IR and the procedure 
of assessments and appeals, provided a 
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fascinating and light-hearted insight into 
a world of symbols, abbreviations, and 
bewildering paperwork. Despite con- 
siderable provocation, he said, he always 
tried to remain tolerant towards ac- 
countants, although their prolific fund of 
excuses for holding up the proceedings 
(articled clerks’ study leave, lack of 
clients’ bank statements, and now VAT !) 
certainly tested an Inspector’s patience to 
the utmost. 


Highlight 

Inevitably, one of the highlights of the 
course was the traditional Guest Night 
Dinner on Friday evening. The toast to 
BCASS was proposed by Mr J. P. Gillies, 
Head of the Department of Accounting 
and Finance at Bristol Polytechnic, with a 
reply from Peter Jones, Chairman of the 
Joint Lecture Committee. Guests also 
included senior officials from the Bir- 
mingham District and Student Societies 
who had braved the rush hour on the Ms. 

The final course session on Saturday 
morning took the form of a talk by 
Mr J. Powell, Senior Officer, Customs 
and Excise, Bristol, on value added tax. 

On reflection, it is unavoidable that a 
change of venue will involve a change of 
atmosphere and of emphasis. Veterans 
from courses held at Merton will have 
much scope for comparison, but it is 
hoped that the Summer Course at Bristol 
will become as much of a tradition in the 
BCASS calendar as its predecessor at 
Oxford. 

Once again the success of the course 
was due in no small way to the excellent 
organization of Mr Philip Couse, F.C.A. 
As this is Mr Couse’s last year as or- 
ganizer, it is an appropriate opportunity 
to express the thanks of all students who 
have enjoyed his courses in recent years. 





After the VAT lecture. Roger Lindsay, the Society's Secretary, centre, with /eft to right, Janet 
Wood, Treasurer of the Society, Alexander Weir, A.C.A., a group leader, Linda Evans and John 


Sheriff. 
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PROFESSIONAL NOTICES 


DELOITTE & Co announce the retire- 
ment on September 3oth, 1973, of Mr 
R. T. M. McPnair, c.4. Mr McPhatiL 
joined the firm in 1931, was admitted to 


partnership in 1947 and became senior 


partner in 1970. 


DELOITTE & Co announce the retire- 
ment on September 3oth, 1973, of Mr 
J. C. BENSON, F.C.A., senior partner in 
their Newcastle practice, and of Mr D. 
BROOKE, F.C.A., of their Southampton 
practice. S 


DELOITTE & Co announce the ad- 
mission into their London partnership 
on October rst, 1973, of Mr P. KING, 
A.C.A., who has been a senior member of 
their London office staff for some years. 


DELOITTE & Co announce the ad- 
mission into their Southampton partner- 
ship on October rst, 1973, of Mr B. E. 
MALIZIA, A.C.A., who has been a member 
- of their Southampton office staff for some 
years. 

DELOITTE & Co announce the ad- 
mission to partnership in their European 
firm on October 1st, 1973, of Mr D. R. D. 
STEELE, C.A., based in Geneva, Mr L. R. 
MILES, A.C.A., based in Brussels, Mr F. 
CARAMANTI, based in Milan and Mr D. 
WYNN based in Paris. 

Pear, Marwick, MITCHELL & Co 
(Norwich partnership) announce that 
Mr M. F. Cross, F.c.a., and Mr 5. P. 
MCGUIRE, Cock retire from the partner- 
ship on September 30th, 1973. Mr M. L. 
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PAGE, F.C.A., is admitted to the Norwich 
partnership as from October rst, 1973. 


APPOINTMENTS 


Mr J. N. Charin, B.sc.(soc.), F.C.A., has 
been appointed by Reed Executive 
cod he as a consultant for the London 
office. 


Mr Jack Gill, F.c.a., has been elected 
a deputy chairman of both Associated 
Television Corporation and ATV Net- 
work. He will continue to act as group 
finance director. 


Mr Michael Gotts, F.C.A., becomes 
secretary of Mann Egerton & Co with 
effect from October ist, in addition to his 
present position as group chief account- 
ant. 

Mr A. J. Hill, a.c.c.a., has become 
management accountant of Canada Dry 
(UK). 

Mr Denis Manning, F.C.A., has become 
chief accountant designate of Hardy & Co. 








Mr D. Manning Mr W. Southwood 
Mr William Southwood, — A.C.M.A., 

A.C.LS., has been appointed financial 

controller of The Carlton Tower. 

Mr Eric Hughes, F.C.C.A., has been 
appointed a director of Southern — 
Evans. 

Mr A. R. Josling, M.SC., A.C.C.A., 
A.M.B.LM., has been made financial 
controller — overseas operations of 
Ransome Hoffmann Pollard. 

Mr A. C. McCrindle, A.C.C.A., has been 
appointed secretary and financial con- 
troller of Transitron Electronic. 

Mr John L. Overton, A.C.A., has been 
appointed a consultant 
Executive Selection, responsible for the 
Birmingham office. 

Mr A. L. Pitman, F.C.A., secretary of 
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Norvic Securities, has been made a 
director of the company. 


Mr P. Smart, A.C.C.A., has been ap- 
pointed a project accountant with Costain 
Civil Engineering. 

Mr Eric Talbot, A.c.M.A., has been 
appointed an executive director of the 
Ward White Group. Mr Talbot, who 
is chief executive of the Distribution 
Division and chairman of four of the 
group's subsidiaries, joined the company 
in 1968 as chief accountant. 


Mr P. Taylor, A.C.C.A., has been ap- 
pointed managing director of A. N. 
Mankind (Menswear). 

Mr G. W. Wallis, A.c.c.a., has been 
appointed accountant of International 
Aviation Services (UK). 

Mr John R. Wills, F.c.a., has been 
made divisional managing director of the 
Marchon Division of Albright & Wilson. 
He was formerly financial director. 

Mr John V. Wilson, F.C.A., secretary of 
Benn Brothers, becomes a director of 
the company with effect from October 
Ist. 

Mr A. D. Wood, F.c.c.A., has been 
appointed Lecturer in Accounting at 
Meath Technical College. 


ADVANCED CONCEPTS 
ICMA's Successful Course 
Success of the ICMA's *Advanced Con- 


cepts for the Management Accountant’ 


course, presented jointly by the Institute 
and Binder Hamlyn Fry & Co, has been 
such that two further courses are to be 
held — one at the Crown Hotel, Harrogate, 
from November 25th to 30th, and the 
other in Coventry from March roth to 
sth, 1974. Demand for the first two 
courses, in March and May of this year, 
was such that a third session had to be 
arranged, and this, like the others, was 
over-subscribed. 
The syllabus has been modified to take 
-account of comments made by partici- 
pants in the first three courses, and 
speakers at Harrogate will include the 
Rt Hon. Lord Brown, Professor John 
Sizer and Dr Stratfold. Applications 
(not restricted to members of the ICMA) 
should be addressed to Mr D. C. Wildish 
at 63 Portland Place, London WIN 4AB 
(o1-580 6542). 
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JERUSALEM CONFERENCE 
ON ACCOUNTANCY, 1974 


The second Jerusalem Conference on 
Accountancy, sponsored by the Institute 
of Certified Public Accountants 1n Israel, 
will be held from October 28th to 31st, 
1974. Within the conference theme of 
“Critical problems of external | financial 
reporting’, outstanding personalities from 
public practice and the universities will 
participate in the discussion of a number 
of sensitive and controversial areas. 

Conference facilities, it has already 
been announced, will include simul- 
taneous translation into several languages 
and a full programme of events for guests 
accompanying members. Further details 
will be available later. The office of the 
organizing committee is at PO Box 
29281, Tel Aviv, Israel. 


TRUSTEE SAVINGS BANKS’ 
YEAR BOOK 


The 1973-74 Year Book of the Trustee 
Savings Banks Association, recently pub- 
lished, includes in addition to an alpha- 
betical list of TSB offices in the UK, 
details of the various services offered 
through the TSB movement and a 
‘Who’s Who’ directory of the Associa- 
tion’s principal officers. 

Statutorily recognized in 1817 as a 
means of encouraging self-help by pro- 
moting thrift, the Trustee Savings Banks 
now form a significant element of the UK 
money market, controlling total funds 
(at November 2oth, 1972) of £3,477 
million. A feature of recent years has been 
the rapid growth in the number of SAYE 
contracts, from 168 in 1969 to 33,884 
in 1972. 

Sir Athelstan Caróe, C.B.E., B.A., is 
Chairman of the TSB Association, and 
Mr P. F. Keens, C.B.E., F.C.A., a deputy 
chairman. Offices of the Association are 
at 52-66 Mortimer Street, London WIN 
7DG (01-580 2234). 


ACCOUNTING PRINCIPLES 
AND PRACTICE 

A new two-day course entitled “Ac- 
counting Principles and Practice” is 
being introduced by Clark Johnston 
Whitehead Ltd to provide non-ac- 
countants with a sound introduction to 
the basic principles and practice of 

accounting in business organizations. 
The course, to be held at the Waverley 
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Hotel, London, on November 21st and 
22nd, is intended primarily for systems 
analysts and programmers, M 
officers and other members of manage- 
ment services functions involved in 
accounting applications. It will be con- 
ducted by Mr M. G. Wright, B.COM., 
F.C.C.A., F.C.L.S., author of a number of 
books on accounting intended primarily 
for practising managers. 

The fee Sf £60+10 per cent VAT 
includes course notes, coffee, lunch and 
tea. Further details are obtainable from 
The Registrar, Clark Johnston Whitehead 
Ltd, 21 Wigmore Street, London WiH 
gLA. (Tel. or-580 OI9I.) 


SOUTH-WEST LONDON 
DISCUSSION GROUP 


The South-West London Discussion 
Group of Chartered Accountants meets 
on the first Monday of each month 
from October to May at the offices of 


Messrs Middleton, Menzies & Hawkings, 
Second Floor, Quebec House, Kingston, 
(opposite Kingston Station) at 7 for 7.30 
p.m. On October 1st, the topic. for 
discussion will be the Finance Act 1973. 

For details of meetings write to Mr 
Norman Sears, F.C.A., 9 St George's 
Road, Twickenham, TWı 1Q3. 


ASSOCIATION OF HOSPITAL 
TREASURERS 


In The Accountant for September 13th, 
Mr J. R. Hindle, F.C.A., A.H.^., was in- 
advertently described as treasurer of the 
Association of Hospital Treasurers. Mr 
Hindle is, in fact, its immediate Past- 
President. 

The Association's treasurer is Mr W. R. 
Matthews, M.B.E., F.C.A., F.H.A., of New- 
port (Mon.) HMC, and its secretary Mr 
I. W. Dawson, O.B.E., F.C.C.A., A.C.M.A., 
A.H.A., Trent Vale HMC, 369 Wood- 
borough Road, Nottingham. 
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The Institute of Chartered Accountants in 
England and Wales 


Disciplinary Committee - Hearings on 17th July 


1. James Alfred Miles, F.C.A., of 22 

Glamis House, Cameron Close, Brent- 

wood, Essex, having been found guilty 

of an act or default discreditable to a 

member 
in that he on 2nd April, 1973 pleaded 
guilty to or was found guilty of three 
charges of theft and one charge of, as 
an officer of a public company, applying 
property belonging to that company for 
a use or purpose other than that of the 
company 

was EXCLUDED from membership. 


2. A member having been found guilty 
of an act or default discreditable to a 
member 
(a)in that he having on 9th April, 
1973 drawn a cheque for £13 in 
payment of his annual subscription 
to the Institute on his account failed 
to ensure that there were sufficient 
funds in the said account to meet 
the said cheque on presentation 
and that the said member of the 
Institute of Chartered Accountants 
in England and Wales failed to pay 
a subscription payable by him to the . 
Institute within the time permitted 


by Clause 21 (7) of the Supple- 
mental Royal Charter 
(b) in that he failed within four months 

of the same becoming due to pay a 
subscription for the year 1973 
payable by him to the Institute 
under Clause 11 of the Supple- 
mental Royal Charter and bye- 
law 41 

was ADMONISHED but the Committee 

considered that there existed specia 

circumstances justifying the omission o! 

his name from the publication of the 

Finding and Decision 


3. A member having been found guilty o 
an act or default discreditable to : 
member 
in that he without good cause failec 
within a reasonable time to reply to : 
letter addressed to him by the Institut 
on 4th April, 1973 concerning a com 
plaint made against his professiona 
conduct 
was ADMONISHED. but the Committe 
considered that there existed specia 
circumstances justifying the omission o 
his name from the publication of th 
Finding and Decision. 





AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed b 

of postal tuition experience and over 240,000 passes, it assures your success b d "the 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on application to Careers Adviser 


THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SWI19 4DS 


Tel. 01-947 2211 


(24-hour Recording Service — 01-946 1102 — Prospectus only) 


Accredited by the Council for the Accreditation of Correspondence Colleges 
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FS dont just skim the sur face. 


Why have problems with “Strategy”? or “New Code"? 
We have the “in-depth” solution. 
Our flexible Group Benefit arrangements— 


Group Pensions, Group Sickness, Group Life 
—are available on highly competitive terms. 


Ask us to quote. 
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ASSURANCE LIMITED 


Head Office: 190 West George Street Glasgow G2 2PA 
Telephone 041-332 6462 









IT'S SIMPLE! IT’S EASY! 


WHICH COURSE DO YOU NEED? 


(1972-73 courses are here on offer. 1973-74 courses not available until 1974. Please w 

College courses cover College syllabus. SS.1 covers tax. SS.2 
to help them through a particular professional examination 
required by the syllabus of their examining body. This is the 


IF YOU ARE DOING... 


INSTITUTE OF TAXATION - Oct. 1973 








rite for details.) 
covers executorship and estate duty. Those who want courses 
are advised to take the following courses and omit sections not 


YOU WANT ... 


Associateship Intermediate SSi 
Final SS.1 and SS.2 
Fellowship > da - " s ?. - a a ba M SS.l and SS.2 
INSTITUTE OF CHARTERED ACCOUNTANTS IN ENGLAND AND WALES - Nov. 1973 
Final Part I Advanced Accounting + - Us Ri- OSA T de T SS.2 
Taxation I - i ks e SS.1 
English Law II. Trusts - SS.2 
Final Part II Taxation II T sie fi > /" i kn dii <q SS.1 
INSTITUTE OF CHARTERED ACCOUNTANTS OF SCOTLAND - Sept. 1973 f «. 
Part I. Paper 3. Income Tax $a e "e e ^ id a C SS.1 
Part II (A). Paper 3. Trust Law kd g ; = SS.2 
Part IV (A, B and C). Paper 2. Taxation 1 Parar SS.1 
Part V. Paper 1. Taxation II "n - * E; 3i ha Es - SS.l and SS.2 
ASSOCIATION OF CERTIFIED ACCOUNTANTS - Dec. 1973 and June 1974 > 
Section III. J. Taxation ii ie e = cis Se pe. es >, SS.1 
Section IV. O. Executorship ia SS.2 
Section V. R. Taxation “y SS.1 
LAW SOCIETY — Aug. 1973 
Part II. Head 3. Revenue Law (Compulsory) Te =p T T T 0. SS.1 and SS.2 
INSTITUTE OF MUNICIPAL TREASURERS AND ACCOUNTANTS - Nov. 1973 
Final Part 2. Accountancy 3 and 4 .. $ vil Y V. P ia is SS.1 
INSTITUTE OF COST AND MANAGEMENT ACCOUNTANTS - Nov. 1973 
Part V, Taxation E fg $ - T be bá b MA ie > SS.! 
INSTITUTE OF CHARTERED SECRETARIES AND ADMINISTRATORS - Dec. 1973 
Final Part III. Secretarial Practice (Taxation) sd m Ps 2 "7 Y SS.I 


COUNCIL OF LEGAL EDUCATION - Sept. 1973 
Part 1I. Section IV. Revenue Law (Optional) T 


T s SS.1 and SS.2 
INSTITUTE OF BANKERS. TRUSTEE DIPLOMA. - Sept, 1973 


Part I. Law Relating to Wills, etc. SS.2 
Part II. Trust Taxation X T SUP. SS.2 
Part II. Trust Accounting .. é SS.2 


IF YOU ARE TAKING EXAMINATIONS IN THE FIRST SIX MONTHS OF 1974... YOU WANT... 
1972-73 COURSES AND NEXT YEAR’S COURSES. (Exception: Association of Certified Accountants. 
course should suffice for June 1974.) 

IF YOU WISH TO STUDY TAXATION WITHOUT EXAMINATIO 
IF YOU WISH TO JOIN THE COLLEGE OF TAXATION AS A M 
AN APPLICATION FORM. 


OUR CURRENT 
See above. 1972-73 


N, YOU WANT SS.1 AND/OR SS.2. 
EMBER, YOU WANT SS.1 AND SS.2 AND, THEN, 


IF YOU WANT A FIRST-CLASS REFERENCE MANUAL ... YOU WANT SS 1 AND/OR SS.2, 


THERE IS NO WAITING! NO TEDIOUS DELAYS! 


* COMPLETE *NO-TEXTBOOKS-REQUIRED” COURSES ARE SENT TO YOU. 

* FAMOUS EASY-LEARNING, SELF-STUDY MANUALS YOU WILL BE PROUD TO OWN, 

* SPECIAL BONUS! WITH SS.1 YOU GET AN APPENDIX ON 1973-74 UNIFIED AND IMPUTATION 
SYSTEMS PLUS THE OFFICIAL REVENUE PUBLICATIONS. 


* TERMS: U.K. RESIDENT APPLICANTS, including postage. SS.1 £25. SS.2 £12:50. Alternatively 
send £5 deposit and ask for extended credit forms. Please send cheques or registered cash. 
OVERSEAS APPLICANTS, including airmail postage: SS.1 SS.2 
Bahamas, Cayman Islands, Ceylon, Colombia, Guyana, Hong Kong, India, 
Jamaica, Kenya, Malawi, Malaysia, Mauritius, St Lucia, Sarawak, 
Seychelles, Singapore, Tanzania, Uganda, U.S.A., Zambia .. + .. «0 £15 
West Cameroon, Cyprus, Gambia, Ghana, Iraq, Jordan, Kuwait, Libya, Malta, 
Nigeria, Saudi Arabia, Spain, Sudan, U.A.R. .. $ à £28 £14 
Belgium, France, Gibraltar, B.F.P.O. = à; ; T bi £26 £13 
It is regretted that credit cannot be offered to overseas applicants. Please send 
sight drafts. 
» 


PRE-RECORDED CASSETTES. 


Both courses are available on pre-recorded cassettes as an o 
have already purchased the relevant self-study course. Please a 
your course. 


RUSH YOUR ORDER TO: 
THE COLLEGE OF TAXATION 


21 OAKBURY ROAD 
LONDON SW6 
Telephone 01-736 8389 


puonal extra provided you 
sk for details when ordering 






IMPORTANT NOTICE 


Are you on our Mailing List? If not, you are strongly 
advised to submit your name and address immedi- 
ately. In due course we will be pleased to post you 
details of our 1974 programme, membership and 
examination for the 


Annual Certificate in Taxation 


JOB OPPORTUNITIES FOR ENTHUSIASTS ONLY. We may shortly have a vacancy for secretary/administrator, able to 
type and drive, prepared to ave A Emises. Also writer lecturer who thoroughly knows our courses, able to type and drive. etc. 
The hours are long, the work isha Is immense. Both posts are pensionable. Please send full personal details 








: rd but the satisfaction 
in envelope marked ‘Private’ to The Director of Studies. 
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